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Arts and cultural industries contribute significant value to the Canadian 
economy. This phenomenon is universal: increasingly, countries around the 
world, as well as cities and regions, are recognizing the pervasive role that a 
dynamic cultural sector plays, as a magnet for talent, an enhancer of economic 
performance and a catalyst for prosperity. 

This paper has been developed for the International Forum on the Creative 
Economy, as a basis for stimulating participants’ dialogue concerning the value 
of the culture sector. We present a comprehensive literature review and 
analysis of Canada’s culture sector, and offer insights regarding the substantial 
contributions made by arts and culture industries, as the foundation of the 
creative economy. 

In recent years, the culture sector has grown increasingly complex, rapidly 
Changing, demanding new skills, new business models, and new global 
perspectives. At the same time, the sector has also grown significantly with 
respect to its economic importance. The arts and culture industries that make 
up Canada's culture sector employed about 616,000 in 2003', which represents 
3.9 per cent of national employment. Taking into account direct, indirect and 
induced contributions to employment, The Conference Board of Canada 
estimates that the culture sector accounted for 1.1 million jobs in 2007. 
Moreover, the arts and culture industries also help to attract people and spur 
creativity across all sectors of the economy. 

The Conference Board estimates that the culture sector generated about 
S46 billion in real value-added GDP in 2007, which constitutes 3.8 per cent of 
Canada's real GDP. However, when considering the effect of cultural industries 
on other sectors of the economy—accounting for indirect and induced 
effects—the overall impact is much larger. According to our estimates, the 
economic footprint of the culture sector is valued at about $84.6 billion in 2007, 
or 7.4 per cent of total real GDP. 

Cultural industries bring people together locally, globally and virtually, and 
play an important social role, helping to bridge large geographical distances 
and create communities of interest. The cultural industries help to raise 
people's awareness of cultural distinctiveness and to establish common cultural 
connections. 

Cultural diversity is an important driver of the creative economy, a critical 
strength that contributes to our national competitiveness. Canada is 
internationally recognized as a culturally diverse, prosperous society which has 
attracted—and welcomed—newcomers from over 200 countries’. Canada is 
characterized both by an aging population and by a tech savvy youth cohort. 
These segments represent unique opportunities for cultural expression and 
commercial activity. 

One of the most powerful drivers of growth in the culture sector is digital 
technology and expanding Internet use. Digitization is changing the way in 
which many cultural goods and services are created and disseminated. For 
players involved in today’s sophisticated cultural value network, the impact of 





4 Statistics Canada. Economic Contribution of the Culture Sector in Canada’s Provinces, Catalogue no. 
81-595-MIE2006037. March, 2007 p. 20. 

Statistics Canada (2007). Immigration in Canada: A Portrait of the Foreign-born Population, 2006 
Census. December 2007. p. 9 (retrieved January 30, 2008 from 
http://www12.statcan.ca/english/census06/ analysis/immcit/pdf/97-557-XIE2006001.pdf). 
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digital technologies presents opportunities and raises challenges relating to 
business models, copyright and intellectual property, content, talent, 
investment and government intervention. 

Canada’s cultural industries are increasingly focussed on harnessing the 
energies of the “prosumer”"—well-educated, demanding, consumers who often 
participate directly in the experience of producing creative value. The Internet 
and the proliferation of Web 2.0 applications have elicited an explosion of 
popular creative activity. On a mass scale, individuals are creating their own 
digital content, co-creating with others and contributing to the development 
of commercial applications. 

This paper highlights the important social and economic contributions of 
Canada’s culture sector; as well as major trends and key drivers impacting its 
performance. The paper is organized in five core chapters. Chapter one 
provides a definition of the culture sector and explores the multiple 
dimensions of culture in society, including economic benefits and social 
benefits to individuals and communities. Chapter two examines critical trends 
impacting the culture sector, particularly demographic and technological 
changes, expanding global interconnectivity, new consumer trends, intellectual 
property and copyright issues, and the role of arts and culture in generating, 
re-generating and branding creative cities. Chapter three provides a detailed 
analysis of the economic footprint of Canada's creative economy. In Chapter 
four, we examine key drivers, with emphasis on the impact of technology on 
business models in the culture sector and on consumption dynamics. Chapter 
five looks at Canada’s creative economy relative to the global marketplace. 
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Introduction: The Multiple Dimensions of Culture in Society 


This report has been prepared as a common text for the International Forum on 
the Creative Economy, one that provides a basis for dialogue on the value to 
Canada of the culture sector as an economic engine, a magnet for talent and a 
catalyst for prosperity. By drawing upon the growing body of international 
literature on arts and culture as cornerstones of the creative economy, it seeks 
to promote thinking and discussion about the value of arts and culture to 
Canada's social and economic well-being. 

There is clear empirical evidence that Canada’s culture sector, 
encompassing arts and cultural industries, generates a wealth of contributions 
to Canada’s cultural, social and economic fabric. 

Traditionally, the culture sector has been recognized for its multi-faceted 
role in contributing to individual and community development, social cohesion 
and quality of life; however, in recent decades there has been growing 
understanding and examination of the substantial economic contributions of 
arts and culture industries and of their central role in the creative economy. 

A creative economy extends beyond the culture sector to harness 
creativity in order to bring about positive social and economic changes across a 
broad spectrum of industries, sectors and social organizations. Leadership is 
key in all these areas to getting the most from creativity. To do so, leaders work 
with the “raw materials” of culture— including imagination, attitudes, habits of 
thought and action, work expectations, and talents, as well as values. 

The rise of the creative economy is an international phenomenon. In this 
paper we focus on the culture sector as the foundation of the creative 
economy, recognizing that there are other key players, for example scientists 
and engineers. 

Countries around the world, as well as cities and regions, recognize the 
pervasive role that a dynamic culture sector plays in the overall economy— 
generating employment and wealth directly within arts and culture industries, 
but also attracting people and spurring creativity and innovation across all 
sectors of the economy. Florida suggests that “powering the great ongoing 
Changes of our time is the rise of human creativity as the defining feature of 
economic life. Creativity has come to be valued—and systems have evolved to 
encourage and harness it—because new technologies, new industries, new 
wealth and all other good economic things flow from it”.' 

Cultural diversity is an important driver of the creative economy anda 
critical strength that contributes to our national competitiveness. The United 
Nations ranks Canada among the best countries in the world in which to live.’ 
Canada is internationally recognized as a culturally diverse, prosperous society 





Florida, R. (2002). The Rise of the Creative Class. New York: Basic BOOKS, p. 21. 

United Nations. (2007). Human Development Report 2007/2008 Country Fact Sheets—Canada. 
(retrieved January 28, 2008 from http://ndrstats.undp.org/countries/country_fact?sheets/ 
cty_fs CAN.html). 
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which attracts and welcomes newcomers from over 200 countries*. Data from 
the 2006 Census indicates that the proportion of Canada’s population who were 
born outside the country has reached its highest in over 75 years. More than 6 
million (20 per cent) of those living in Canada were born outside the country.’ 
Immigrants’ role in Canada’s labour market will become increasingly vital over 
the next few decades, as the international competition for talent intensifies 
within creative industries and across all sectors of the economy. 

In this dynamic environment of global competition, demographic change, 
and migration of people, Canada’s cultural sector plays a critical role in 
attracting people, businesses and investment; stimulating creativity and 
innovation; and distinguishing Canada as an dynamic and exciting place, where 
people can celebrate their heritage and realize personal and professional 
fulfillment. 


Defining the Culture Sector— 
The Foundation of the Creative Economy 


Understanding the Culture Sector: Limitations 


Creative enterprises and individuals are found throughout every sector of the 
Canadian economy. For the purpose of this research, we focus on the 
production of goods and services in the arts and culture industries, which we 
refer to as the culture sector. 

Culture is multi-dimensional with many tangible and intangible benefits— 
making it difficult to measure the full extent of its importance. Furthermore, 
there is no standard definition of culture that allows for a direct comparison of 
the economic contribution of the cultural sector internationally. Throughout 
the literature, numerous terms are used in association with the creative 
economy, including culture, cultural industries, cultural sector, creativity, 
creative sector, and the creative economy. As a result, a comparative empirical 
assessment of the culture sector in Canada with other countries and 
jurisdictions presents significant challenges. 

The Organization for Economic Co-operation and Development (OECD) 
examined the feasibility of undertaking an international comparison of the 
culture sector, using five countries and four cities to develop a comparative 
analysis. The OECD indicates that such comparisons should be made with 
“extreme caution.”° The OECD identified significant challenges associated with 
international comparisons of the culture sector, for example, variations in 
cultural industry typologies across countries. At the city level, the availability of 
data for the culture sector is even more restrictive than at the national level. 

Within Canada, the definition of culture has undergone significant 
changes. This makes assessment of the economic performance of the cultural 
sector over time challenging as well. 

In reporting economic activity, businesses may undertake a range of 
culture and non-culture activities; however, generally those firms whose 





3 Statistics Canada (2007). Immigration in Canada: A Portrait of the Foreign-born Population, 2006 
Census. December 2007. p. 9 (retrieved January 30, 2008 from 
http://www12.statcan.ca/english/census06/ analysis/immcit/pdf/97-557-XIE2006001.pdf). 

4 Statistics Canada. "2006 Census: Immigration, Citizenship, Language, Mobility and Migration” The 
Daily. December 4, 2007. 

5 OECD. International Measurement of the Economic and Social Importance of Culture. Paris: OECD. 
p.19. 
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principal activity is not culture-based do not report their cultural activities, 
such as corporate library and art collections, separately. As well, the substantial 
contribution of volunteers working in the culture sector is not directly valued 
in measures Of economic contribution. 


Canadian Framework for Culture Statistics 


Statistics Canada has developed a framework for culture statistics.® The 
Canadian Framework for Culture Statistics includes a definition of culture which 
encompasses: written media, the film industry, broadcasting, sound recording 
and music publishing, performing arts, visual arts, crafts, architecture, 
photography, design, advertising, museums, art galleries, archives, libraries and 
culture education. It also includes, to some degree, government support for 
culture and activities by unions/associations related to culture.’ The definition 
of culture and culture industries set out in this framework provide most of the 
coverage of economic activity in the culture sector. 

Statistics Canada notes that there are establishments in Canada that define 
their products as “digital interactive media’; however, these activities are not 
defined as a separate industry under the North American Industry Classification 
System (NAICS), nor under any international classification system. Some of the 
culture commodities produced by establishments involved in interactive digital 
media are integrated with other industries in the Statistics Canada framework 
for culture, for example digital video, audio, animated images and computer 
graphics and industries that produce visual arts products.® 

Interactive media products such as video games straddle two industry 
sectors. The content creation portion, which includes activities such as 
animation, music, audio, characterizations, art direction, script, special effects, 
acting, design and motion-capture photography, already resides within culture 
in the film industry, while the middleware or specialized software used to bring 
the effects together is considered part of the Information and 
Communications Technology (ICT) sector. The result is that the activities are 
difficult to measure and do not have a separate NAICS identity. 

In addition, artisanal crafts are not defined within culture by international 
Classifications systems, including those used by Statistics Canada. Currently 
most aspects of artisanal crafts are considered to be part of the manufacturing 
sector. 

Although firms in the culture sector may undertake a range of culture and 
non-culture activities, only their culture activities are included in culture 
Statistics. It is worth noting that the culture activities of non-culture firms are 
not included in cultural statistics based on this framework, such as the 
publishing arm of a university. The Statistics Canada definition of culture does 
not include environment, sports, recreation and technology. It also excludes 
tourism.? 





This section of the research paper is based on direct extractions from Statistics Canada's Canadian 


Framework for Culture Statistics, Catalogue no. 81-595-MIE200201. Ottawa: Statistics Canada. (August, 


2004). 


Statistics Canada. Canadian Framework for Culture Statistics. Catalogue no. 81-595-MIE200201. Ottawa: 


Statistics Canada. (August, 2004) p. 8. 


Statistics Canada. Economic Contribution of the Culture Sector in Canada’s Provinces Catalogue no. 


81-595-MIE2006037. March, 2007. p. 10 


Statistics Canada. Canadian Framework for Culture Statistics. Catalogue no. 81-595-MIE200201. 


(August, 2004) p. 8. 
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The Canadian Framework for Culture Statistics identifies the distinct 
activities that form the “creative chain".”° The creative chain encompasses 
creation; production; manufacturing; distribution; support activities; as well as 
the consumer; and social effects. Culture products and services do not 
necessarily flow through all steps of the creative chain. 


e Creation refers to “establishments that are involved in the development of 
a Creative artistic idea", for example writers and performers. Creative 
activity may also occur within firms whose primary activity is not creation, 
for example newspapers. 

e Production includes “establishments involved primarily in the act or 
process Of producing a creative good or service that can be readily 
identified” such as books. 

e Manufacturing includes “establishments involved in the mass reproduction 
of culture core goods from a master copy” such as printing. 

e Distribution includes “establishments that distribute core culture goods, 
the mass distrioution of visual arts and photography to a variety of players 
such as wholesalers and retailers, radio and television broadcasters, or the 
Internet”. 

e Support activities include “activities related to culture that help to finance 
or support creation and production” such as managers and promoters’.”! 


Understanding consumption of culture requires an understanding of the 
characteristics of the consumer, for example, their age and gender, and their 
motivations for consumption, as well as the characteristics of the goods and 
services they consume. The framework also considers social effects, that is, 
ways in which the well-being of an individual may be enhanced as a result Of 
consumption of culture goods and services and the potential benefits to 
Canadian society. 

In the case of film, for example, independent artists, writers and 
performers are involved in creation; a motion picture or video production 
company may be involved in production, manufacturing may involve firms that 
make and reproduce magnetic and optical media; distribution may be carried 
out by motion picture and video distribution firms. Supportive services (e.g. by 
an agent or manager) may be provided at any step along the creative chain. 
The type of film selected is influenced by consumer characteristics such as age, 
gender and ethnicity. The experience may provide an opportunity for social 
interaction and learning. 

In the case of heritage, the vaiue chain also includes preservation of 
culture goods such as historical artefacts.” 

The framework follows a set of criteria established for the Culture 
Statistics Program. To be included in this definition of culture, a good or service 
must meet at least one of these criteria:% 


e Acreative good that warrants intellectual property rights; 
e Aservice associated with presenting or preserving creative goods; 





10 Statistics Canada. Canadian Framework for Culture Statistics. Catalogue no. 81-595-MIE200201.(August, 
2004) p. 13. 

“Statistics Canada. Canadian Framework for Culture Statistics. Catalogue no. 81-595-MIE200201. 
(August, 2004) p. 13. 

2 Statistics Canada. Canadian Framework for Culture Statistics. Catalogue no. 81-595-MIE200201. 
(August, 2004) p. 15. 

13“ Statistics Canada. Canadian Framework for Culture Statistics. Catalogue no. 81-595-MIE200201. 
(August, 2004) p. 9. 
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e Agood or service supporting creation, production or transmission of 
other creative goods or services, including a service that adds to, or alters, 
the content of a culture product, for example, editorial services; 

e Aservice associated with conserving, exhibiting or interpreting human 
heritage; or 

e An educational service aimed at workers who produce creative goods or 
services. 


The framework distinguishes between culture goods and services which 
are core and non-core." Core culture goods and services are defined as ‘those 
where the entire creative chain is in scope for culture. They have as their 
primary purpose the transmission of an aesthetic or intellectual concept, and 
are intended to elicit an emotional or cognitive response, and contain 
intellectual property rights”. Examples include broadcasting programming and 
services, festivals and heritage services. Non-core culture goods and services are 
“those where only part of the creative chain is in scope for culture. They are 
also the result of a creative artistic activity, but either do not have as their 
primary purpose the transmission of an aesthetic or intellectual concept (e.g. a 
building) or are the mass reproduction of visual art.” An example of a non-core 
culture service is advertising services. 


The Economic Benefits of the Culture Sector 


Overview of Economic Contribution 


The culture sector is an important contributor to economic activity in Canada. 
The economic footprint of Canada’s culture sector, including direct, indirect 
and induced economic impacts is assessed in detail in Chapter Three.*® Here, we 
provide a brief overview. The Conference Board of Canada estimates that the 
real value-added output by culture sector industries totals $46 billion in 2007, 
approximately 3.8 per cent of total Gross Domestic Product (GDP). The economic 
footprint of the culture sector is much larger, when accounting for combined 
direct, indirect and induced effects. The Conference Board calculates that this 
full contribution is valued at $84.6 billion, about 7.4 per cent of total real GDP in 
2007. 

Statistics Canada estimates that the culture sector directly employed 
616,000 workers in 2003.'° The largest three culture sub-sectors in terms of 
employment in 2003 were written media, broadcasting and the film industry. 
They accounted for 26.6 per cent, 9.2 per cent and 14.8 per cent of culture 
sector employment respectively.” Considering the effect of cultural industries 
on other sectors of the economy, including direct, indirect and induced effects 
combined, culture and related industries employed over 1.1 million people in 
2007. 


ies Statistics Canada. Canadian Framework for Culture Statistics. Catalogue no. 81-595-MIE200201. 
(August, 2004) p. 10. 

a2 See Chapter 3 for details regarding the measurement of Canada's economic footprint, including 
data sources, methodology, and key assumptions. 

- Calculated based on Table 1.7 of Economic Contribution of the Culture Sector to Canada’s Provinces. 
Catalogue no. 81-595-MIE-No. 037. (2007) Statistics Canada. (retrieved December 10, 2007 from 
http://www.statcan.ca/english/research/81-595-MIE2006037.pdf). p. 20. 

ue Calculations provided by Department of Canadian Heritage are consistent with report by V. Singh, 
Economic Contribution of Culture in Canada. 
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Earnings within the culture sector vary significantly based on occupation 
and industry. In the case of artists, for example, despite the fact that 41 per 
cent of artists have a university degree, a certificate or a diploma, double the 
rate of 22 per cent for the overall labour force, average earnings remain 
relatively low at $23,500 per year."® In other industries such as information and 
cultural industries and broadcasting, average earnings are somewhat higher. 

The Conference Board estimates that consumer spending on cultural 
goods and services was close to $21 billion in 2007, equivalent to $18.9 billion in 
real $2002 or 1.4 per cent of total real GDP. The total value of real cultural 
exports is just under $5 billion in 2007, about 1 per cent of Canada’s total 
exports. The Conference Board estimates that spending on culture in 2007 for 
all levels of government combined, including federal, provincial and local levels 
reached $7.9 billion. 

One of the contributions of the culture sector that is not captured in the 
Canadian Framework for Culture Statistics is the substantial amount of 
volunteer time contributed by individuals and organizations. Based on the 2004 
Canada Survey of Giving, Volunteering and Participating, almost 12 million 
Canadians, or 45 percent of the population age 15 and older, volunteered 
during the one-year period preceding the survey."® Approximately 3 per cent of 
these volunteers contributed their time to arts and culture organizations. On 
average, volunteers supporting arts and culture each contributed 120 hours 
over one year. In addition to their time, in 2004, Canadians gave an estimated 
$188 million in financial donations to arts and culture.”° 

In a separate report, Statistics Canada estimates that, in 2000, the value of 
volunteering for culture and recreation was $3.6 billion."”' 


Cultural Value Networks 


According to CONNECTUS Consulting Inc.'s researchers, the contribution of the 
cultural sector includes a broad range of economic relationships within and 
across industry sectors—relationships which today are increasingly driven by 
digital technologies. Digitization often changes the way cultural goods and 
services flow through the creative chain, so that a sequence of activities from 
new product development to final distribution is no longer linear. Instead, 
sophisticated value networks involve “a web of relationships that generates 
both tangible and intangible value through complex dynamic exchanges 
between two or more individuals, groups or organizations”.”2 

CONNECTUS Consulting Inc. conducted an analysis of the ways in which 
digital technologies are transforming business activities within the culture 
sector.”? The study looks at the effects of technology on “cultural value 
networks” through process improvements, new platforms and new products. 
New technologies also enable consumers to become more directly integrated 


Hill Strategies Research Inc., Artists in Large Canadian Cities, 2006, www.hillstrategies.com 
Statistics Canada. Caring Canadians Involved Canadians: Highlights from the 2004 Canada Survey of 
Giving, Volunteering and Participating, June 2006 Catalogue no. 71-542-XIE. p. 12. 

Statistics Canada . Caring Canadians Involved Canadians: Highlights from the 2004 Canada Survey of 
Giving, Volunteering and Participating, June 2006 Catalogue no. 71-542-XIE. p. 79. 

Statistics Canada. “Satellite Account of Non-profit Institutions and Volunteering: 1997 to 2003". The 
Daily. Friday, December 8, 2006. 

Allee, V. (2003) cited in Connectus Consulting Inc. (2007). The Transformation of Value Chains in the 
Canadian Arts & Cultural Industries. Department of Canadian Heritage. p. 8. 

CONNECTUS Consulting Inc. The Transformation of Value Chains in the Canadian Arts & Cultural 
Industries. (December 3, 2007). 
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in creative processes, for example, through initiatives such as YouTube, Creative 
Commons, Wikipedia, Flickr and ccMixtr, where consumers may contribute 
directly to, or share in, the creative process. 

CONNECTUS identifies three principal effects of technology on cultural 
value networks, including process improvements using digital tools; new 
platforms which they define as “the combination of new receivers for cultural 
product and the distribution systems which supply products to those 
receivers"; and new products or “product transformations”.”* For players in the 
cultural value network, the impact of digital technologies raises key issues 
relating to business models, copyright and intellectual property, content, 
talent, investment and government intervention. 

Much of the cultural sector is impacted by transforming value chains. 
CONNECTUS explains that, “when new products, with no strong attachment to 
traditional forms, are created as a result of new platform deployment, we refer 
to them as ‘new media: online content’."”° New digital technologies, the 
Internet, and broadband collectively present a powerful digital arena for new 
business models. 

Digital tools generate improvements, including efficiencies and enhanced 
quality in creation, production and distribution. Lawrence Lessig, whose book 
The Future of Ideas: The Fate of the Commons in a Connected World was 
published by Random House under a Creative Commons Attribution - 
Noncommerial License, notes that “digital technology has radically reduced the 
cost of digital creations.the cost of filmmaking is a fraction of what it was just a 
decade ago. The same is true for the production of music or any digital art. 
Using what we might call a “music processor”, students in a high school music 
Class can compose symphonies that are played back to the composer".”° Digital 
technologies enable music and films to be uploaded and downloaded across 
networks. Products can be accessed using a variety of devices from lap top 
computers and iPods to mobile phones. 

A critical concern arising from the transformation of value networks in the 
cultural sector is the impact on Canadian content. Unlike traditional platforms 
such as television and radio broadcasting, new on-line platforms (often referred 
to as Web 2.0) do not have mechanisms in place to control the amount of 
foreign content versus Canadian content. 

Another Key issue is piracy of creative products that are under copyright. 
Copyright underpins current business models for many arts and culture 
products. The economic value of many of these products comes from 
consumers’ willingness to pay for them. The copyright serves to improve the 
market transaction via a well-defined property right. To some extent, it moves 
the product from “non-exclusive” to “exclusive good" and influences the ability 
of Canadian cultural businesses that rely on the copyrights of their products to 
market and sell those products domestically and internationally. It also impacts 
their ability to attract financial investment.?’ 


= Connectus Consulting Inc.. The Transformation of Value Chains in the Canadian Arts & Cultural 
Industries. (December 3, 2007).O0ttawa: Department of Canadian Heritage. p. 17. 

BE Connectus Consulting Inc. (2007). The Transformation of Value Chains in the Canadian Arts & Cultural 
Industries. (December 3, 2007). Ottawa: Department of Canadian Heritage. p. 18. 

at Lessig, L. (2001). The Future of Ideas: The Fate of the Commons in a Connected World. New York: 
Random House. (retrieved February 7 from 
http://thefutureofideas.s3.amazonaws.com/lessig FOI.pdf). p. 22. 

27. Connectus Consulting Inc. (2007). The Transformation of Value Chains in the Canadian Arts & Cultural 
Industries. (December 3, 2007). p. 18. 
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The Social Benefits of the Culture Sector 


Throughout history, arts and culture have contributed numerous benefits to 
individuals and communities. A large body of research documents the social 
benefits derived from arts and culture. Throsby proposes that culture plays a 
pervasive, socially integrating role in fostering community identity, creativity, 
cohesion and vitality.2® The United Nations Development Program has stated 
that “culture provides the social basis that allows for stimulating creativity, 
innovation, human progress and well-being. In this sense, culture can be seen as 
a driving force for human development, in respect of economic growth and 
also aS a means Of leading a more fulfilling intellectual, emotional, moral and 
Spiritual life.” 2° 

Janet Ruiz of the Scottish Executive Education Department undertook an 
extensive literature review of the evidence base for culture, the arts and sport 
policy.*° Her research suggests that participation in various forms of arts and 
culture contributes to society in many tangible and intangible ways: 


e these activities help to instil self-confidence, pride and personal well- 
being; 
arts and culture promote personal, community and national identity; 
social networks generated through arts and culture activities provide a 
sense of belonging—a sense of community; 
they help to promote social cohesion and reduce isolation; and 
arts and culture provide creative mechanisms for individuals to express 
their individuality, engage with others, and celebrate diversity. 


Many educators believe that creative activities provide positive learning 
experiences: 


e arts and cultural activities can help to improve communication skills and 
promote creative thinking; 

e_ libraries and reading programs contribute to improved literacy and 
language development; and 

e creative activities often involve information and communications 
technologies and help to develop IT skills critical for employment in the 
knowledge economy. 


However, potential social impacts of creative activities go beyond 
learning. For example, Ruiz suggests that substantial research demonstrates a 
link between participation in arts, culture and sport activities and a reduction 
in offending behaviour. Although causal relationships have not been 
established, arts and culture have been shown to create a diversion from 
criminal behaviour and help individuals to develop personal and social skills. 

Matarasso undertook a comprehensive study of the social impacts of over 
60 projects involving participation in the arts.*’ Many of the projects were 
aimed at including marginalised individuals and communities. Matarasso 
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Throsby, D. (2001). Economics and Culture. Cambridge: Cambridge University Press. 

Terms of Reference for Thematic Window on Culture and Development. (n.d.). (Retrieved February 
11, 2008, from UNDP- Spain MDG Achievement Fund: http://www.undp.org/mdgf/culture.shtm|!") 
Ruiz, J. (2004). A Literature Review of the Evidence Base for Culture, The Arts and Sport Policy 
(retrieved February 6, 2008 from 
http://www.scottishexecutive.gov.uk/Publications/2004/08/19784/41507). 

Matarasso, F. (1997). Use or Ornament? The Social Impact of Participation in the Arts. Comedia p. 23. 
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identified over 50 social impacts of participation in the arts, which he 
organized in six key themes: 


personal development (e.g. improving self confidence and skill-building); 
social cohesion (e.g. building community organizational capacity and 
providing a forum for intercultural understanding); 

e community empowerment and self-determination (e.g enhancing 
environmental renewal); 

e local image and identity (e.g. developing pride in local traditions and 
culture); 
imagination and vision (e.g. helping people develop their creativity); and 
health and well-being (e.g. contributing to a more relaxed atmosphere). 


Today, digital technologies play an important role in the development of 
new forms of social media and in the development of creative content as they 
bring individuals together in on-line communities. Web-based communities, 
such as Facebook, MySpace and Friendster, enable individuals to make 
connections with people internationally across all cultures, and to develop 
meaningful and enduring relationships. They facilitate sharing of ideas, 
knowledge and experience, presenting new opportunities for creative 
expression, opening new channels for communicating experience and new 
pathways for social interaction. 


Cities as Engines of Creativity 


The concept of cities as important hubs of creative activity was raised by Jane 
Jacobs several decades ago. Jacobs suggested that “wherever and whenever 
societies have flourished and prospered, rather than stagnated and decayed, 
creative and workable cities have been at the core of the phenomenon".*? 

In its recent flagship report, Mission Possible: Successful Canadian Cities, 
The Conference Board of Canada argues that Canada’s prosperity depends on 
the success of its major cities.** Canada, like other societies, has transformed 
from arural to a predominantly urban society, and in the future, urbanization 
is likely to accelerate. The Conference Board holds that “if Canada’s largest cities 
are to become world-class centres of design, architecture and culture, and 
attract young, talented, creative people, they will have to do more than invest 
in physical infrastructure. They will have to sustain vibrant cultures and become 
centres of excellence in education...Ccities that offer a high quality of life attract 
and retain firms and workers in the knowledge-intensive and creative fields." 

In Canada, the cultural labour force is predominantly located in large cities 
such as Toronto, Montreal and Vancouver. Together, these three cities account 
for 64 per cent of Canadian culture industry workers.* This is not a 
phenomenon unique to Canada. In the United States’ top 50 metropolitan 
areas, for example, creative workers (those working in the arts, publishing, 
broadcasting, architecture, advertising and design, performing arts and 
museums) are 53 per cent more likely than other workers to live in ‘close-in’ 
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neighbourhoods (close to a city centre); and, 41 per cent of all creative jobs are 
within three miles of the Central Business District, compared to 17 per cent of 
total jobs.*6 

Canada's larger cities also account for the bulk of total soending on 
cultural goods and services. In 2005, total cultural soending was $4.3 billion in 
Toronto, representing 17 per cent of the Canadian total. In Montreal, total 
cultural spending was $2.5 billion, and in Vancouver, total cultural soending was 
$1.9 billion in 2005. On a per capita basis, among 15 Canadian metropolitan 
areas, Ottawa-Gatineau ranked highest in 2005, in terms of spending on cultural 
goods and services, averaging $1,064 per person; Victoria was second at 
$1,007 per person and Calgary was third at $997 per person.*” 


The Culture Sector—Centre Stage in the Creative Economy 


The culture sector is integral to Canada’s creative economy and to Canada's 
overall economic performance. Many forces are driving culture to a place of 
greater prominence, particularly in Canadian cities. Measuring the multiple 
dimensions of arts and culture in Canada and internationally is challenging, 
nevertheless, the evidence points to significant social and economic benefits. 
Many of these benefits are not quantifiable, but are well established in the 
evidence base. Among these, culture shapes our individual and national 
identity, fosters community and urban development and promotes cultural 
understanding. Culture plays a crucial role in the attraction and retention of 
talent and investment. 

As noted, the Conference Board estimates that the value of the economic 
contribution of the culture sector is $84.6 billion. Canada’s culture sector is 
experiencing solid growth and increasing its share of overall economic activity. 
Use of the Internet, digital technologies and mobile devices have grown 
exponentially over the past decade, serving as a major driver for growth within 
the sector, and also influencing consumer dynamics and business models. 
Strong interdependencies have been established between ICTs and many 
cultural industries, for example, interactive digital media. 

Today's culture sector is centre stage in the creative economy. Its 
contributions are valuable in their own right and also add significant value by 
stimulating more broadly based creative activity across the economy. 





36 ~~ Coletta, C. “Community Challenge Town Hall” Speech by President and CEO, CEOs for Cities, Flint, 
Michigan . (November 29, 2007) (retrieved December 18, 2007 from www.ceosforcities.org). 

37‘ Hill Strategies. Consumer Spending on Culture in Canada, the Provinces and 15 Metropolitan Areas in 
2005. (February 2007) p. 13. 





Page | 12 ° The Conference Board of Canada, 2008 


Sag py 
” 





Canada’s creative economy is in transition. This chapter examines five 
important trends that are shaping Canada’s culture sector. The face of Canada is 
quite literally changing—we are getting older and much more diverse. We are 
connected, we have large bandwidth and we are interacting with the world. 
We are more creative. We are more engaged in social networking in ways 
unimaginable even a decade ago, forming bonds based on interest with 
“friends” around the world who share our particular passion for creative 
content. We are sharing, re-shaping and repackaging cultural content and co- 
creating in the process. We are self-selecting into niche markets that suit our 
tastes and demand ever more sophisticated supply responses from others in 
the creative value chain. And we are voting with our feet, flocking to creativity 
cities and communities where we can express our creative interests in new and 
emerging high-value-added jobs in the knowledge economy. Canada's cities and 
communities are retooling themselves, branding themselves as creative hubs of 
one sort or another, with the right mix of amenities, skilled workers and 
training capacity to attract business investment and larger numbers of creative 
people. These are exciting times for Canada, which is being shaped by the 
following trends: 


1. Demographic Changes 


- Canada's Aging Population 
- Increasing Immigration 


2. Expanding Global Interconnectivity 


- The Rise of Internet Usage, Broadband and Digital Technologies 
- Impacts of the Internet on the Use of Traditional Media and Canadian 
Cultural Content 


3. Today's Culture Consumer: Key Trends in Supply and Demand 


- Prosumerism 

The Long Tail 

- social Networking 

- Consumer Spending on Culture Goods and Services 


4. Intellectual Property and International Copyright 
5. The Role of Arts and Culture in Generating, Re-generating and Branding 
“Creative Cities” 


Demographic Changes 


Canada’s Population is Aging— 
As is the Case for Almost Every Developed Nation 


The most important demographic trend affecting Canada's future is the age 
composition of the population. Canada’s population and its labour force are 
aging, as is the case for almost every other developed nation. The Conference 
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Board of Canada reports that nearly every major region in the world will 
experience a rise in the relative size of their older cohort.' 

A major determinant of population growth is the natural population 
increase, that is, the number of births less the number of deaths that occur 
each year. A fertility rate of 2.1 per cent would allow Canada to maintain the 
population at its current size without relying on immigration. Canada's fertility 
rate was only 1.54 births per woman in 2005.” 

The impact of population aging on labour force growth is substantial. 
Labour force participation rates are set to fall drastically. Contraction in labour 
force growth from 1.8 per cent annually in 2001-05 to 0.4 per cent annually in 
2026-30, will occur unless there is a significant increase in immigration.* 

As of October, 2007, Canada's population exceeded 33 million according to 
estimates by Statistics Canada.’ The median age of Canada’s population reached 
38.8 years as of July 1, 2006, compared to 37.2 years in 2001.° In the culture 
sector, in 2000, the average age of culture workers in Canada’s Census 
Metropolitan Areas was 39.6 years, compared with 38.7 for non-culture 
workers.® 

According to Statistics Canada’s medium-growth scenarios released 
December 2005, the median age of the country’s population in 2056 would be 
46.9 years.’ Statistics Canada projects that by 2056, youth aged 0 to 19 could 
represent less than 20 per cent of the population, while seniors aged 65 and 
over could account for one out of every four individuals.® 

Our aging “boomers” are dedicated Internet users and are contributing 
significantly to the digital retooling of the creative economy. Over the next 
two decades, the number of individuals aged 65 to 74 will almost double, from 
2.3 million to about 4.5 million.? Generally, seniors are better off financially than 
they were in past decades, better educated and Internet savvy. 

In the culture sector, Canada’s changing age profile has enormous 
implications, not only in terms of the labour market, but also for how people 
spend their time and money. Demographer, David Foot, suggests that, “most 
people, as they get older, become less active and less inclined to engage in 
strenuous activities. As a result, their leisure and recreation habits change. The 
impacts of these changes, on every recreational pursuit from badminton to 
birding, are dramatic. Moreover, these impacts are predictable.""? Seniors are 
more likely to engage in activities that are less physically demanding, for 
example, reading, attending museums, art galleries, and theatres (although 
younger seniors today also remain quite active). 

Today's seniors are increasingly engaging in online activities, like shopping, 
online training and interactive gaming. They are participating in large numbers 
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in Facebook, interacting with grandchildren online, and downloading music. 
Many are meeting new people through dating sites like Date.ca and eHarmony. 


Increasing Immigration: Canada’s Changing Cultural Landscape 


Immigration plays an important role in shaping Canada's population. The 2006 
Census indicates that over 6 million people in Canada are foreign-born, 
representing one in five of the total population, the highest proportion in 

75 years."' Statistics Canada projects that, based on current immigration trends, 
about one out of every five people in Canada could be a member of a visible 
minority by 2017." 

Immigration contributes substantially to linguistic diversity. Nearly 150 
languages were reported as a mother tongue among the foreign-born 
population in 2006." 

As well, Canada's Aboriginal population is also experiencing strong growth, 
increasing 45 per cent between 1996 and 2006. According to the 2006 Census, 
more than 1 million people in Canada identify themselves as an Aboriginal 
person. In 2006, Aboriginal people accounted for 3.8 per cent of Canada’s total 
population. Almost half (49 per cent) of Aboriginal people live in urban areas, 
mostly in Prairie cities.” 

Many social and economic benefits of diversity are documented in the 
literature, from strengthened cultural values to enhanced service levels and 
customer satisfaction. The increasing diversity of Canada’s population has 
significant implications for business and government. Gandz, a professor at the 
University of Western Ontario's Richard Ivey School of Business notes that “one 
estimate is that visible minorities possess $76 billion worth of combined 
purchasing power in Canada”.’? Many organizations are awakening to the reality 
that cultural diversity is good for business. Diversity drives changes in consumer 
patterns and behaviour. Increased diversity impacts demand for multi-linguistic 
music and television programming, written media and other culture goods and 
services. Reflecting diversity in our creative economy is also a way of tapping 
into global markets, because consumers of diverse content may be in Canada or 
abroad. Viewers of diverse programming on OMNi Television also strengthen 
bonds within their own cultural communities and maintain links with their 
country of origin. 

The increasing cultural diversity of the Canadian population is impacting 
the Canadian broadcasting sector significantly. In the midst of demographic 
change, technological change and the transformation of business models, 
there is growing pressure to ensure that Canadian programming reflects the 
increasing diversity of the Canadian population. Canada’s ethnic broadcasting 
choices have expanded considerably over the years. 
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Expanding Globalization and the Internet: 
Impacts on Culture Consumers 


The Rise of Internet Usage, Broadband and Digital Technologies 


Increasingly, people around the world are connecting through the Internet. 
The percentage of Canadians using the Internet is amongst the highest in the 
world. In 2005, the proportion of Canadians using the Internet was 69 per cent, 
compared to 85 per cent in Sweden; 74 percent in Finland; 70 per cent in the 
UK; and 63 per cent in Australia."® 

Based on Statistics Canada's 2005 Canadian Internet Use Survey, an 
estimated 16.8 million adult Canadians used the Internet for personal activities 
during the 12 months prior to the survey. More than 15 million adult Canadians 
used the Internet from home in 2005, of whom almost two-thirds used it every 
day during a typical month, and just under one-quarter reported using it ten 
hours or more during a typical week.”” Adult Canadians living in larger cities are 
more likely to be Internet users than those living in small towns or rural areas. 

The growing use of the Internet has significant implications for the culture 
sector. New digital technologies influence how people spend their time and 
provide growing options with respect to media choice. Among Canadian adults, 
young adults between the ages of 18 and 24 are the biggest Internet user 
group. A 2004 Canadian study found that 90.3 per cent of young adults in this 
age group are online, and 87.9 per cent of those aged 18 to 34 are online.” 

The Internet, increased bandwidth (broadband) and digital technologies 
have created substantial changes in the way people learn, work and play. These 
technologies have become embedded across all sectors and substantially 
influence business models for many cultural industries. Recent surveys in the 
UK, for example, suggest that “schoolchildren today are as attuned to IT as past 
generations were to the blackboard, timetables and spelling tests”. 

A recent Ipsos-Reid survey of over 1,200 online teenagers in Canada 
between the ages of 12 and 17 suggests that "the Internet is changing the social 
fabric of interpersonal communication among teens."”° For Canada’s teens, 
socializing is the most popular online activity. Hundreds of millions of users 
have accounts on social networking sites like Facebook and Friendster. Sending 
and receiving email, instant messaging and online gaming are among the most 
common weekly online activities among teens responding to the survey. 

Teenagers are not only users; they are content creators.”' In the United 
States, 57 percent of some 21 million online teens create content for the 
Internet. These activities include creating a blog, creating or working ona 
personal webpage; creating or working on a webpage for school, a friend, or an 
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organization; sharing original content such as artwork, photos, stories or videos 
online; or remixing content found online into a new creation. 

Sites such as YouTube, MySpace, Flickr, and Second Life offer interactive 
environments that enable users to become involved in creating and producing 
as well as consuming cultural content. A survey of over 2,000 American adults 
(age 18 and older) conducted between October and December 2007 indicates 
that 48 per cent of Internet users said they had visited a video-sharing site such 
as YouTube compared to 33 per cent of Internet users one year earlier, 
representing a 45 per cent increase in one year.*? Creative commons provides 
free tools that enable authors, scientists, artists and educators to mark their 
creative work with the freedoms they want it to carry; for example, “some 
rights reserved" versus “all rights reserved". 

Guess who is playing games on the Internet? The average game player age 
is 33 years Of age. In 2005, 69 per cent of American heads of households played 
games on the Internet. Twenty-five per cent of gamers in the United States in 
2005 were over the age of 50. The average number of years adult gamers have 
been playing computer or video games is 12. In 2005, computer and video 
game sales combined reached $7 billion, compared to $2.6 billion in 1996. 74 

Online commerce has dramatically transformed industries such as music 
and film, largely as a result of increasing speed of streaming or downloading 
and resources for sharing and selling music and video files. 2°? For example, 
Canada’s audio-visual industry, valued at almost $5 billion in 2006, is significantly 
affected by global technology. The industry is comprised of Canadian television 
production which accounts for 59 per cent of the total; foreign location 
production which makes up 35 per cent, and feature film which comprises 
7 per cent.” A recent study by GR Strategies Inc. suggests that “there is now 
widespread recognition that the business models, policy tools, and perhaps 
even legislation developed for the analog environment must change to meet 
the challenges of a digital society." 

Historically, government's role in the development of Canada's audio-visual 
industry has been significant. GR Strategies reports that, “market forces, as they 
are traditionally understood, are not at play in the Canadian television system. 
The competitors, whether they are producers, broadcasters or distributors, are 
either regulated or dependent on government support or approval to conduct 
business. No foreign competitors have been permitted to enter the market.” 
Today, consumers have many choices for their audio-visual entertainment. In 
addition to television and radio, Internet platforms like YouTube and mobile 
devices, from cell phones to iPods are gaining audience participation. 
Moreover, they are also capturing advertising revenues. 
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Impacts of the Internet on the Use of Traditional Media and Canadian 
Cultural Content 


The Canadian Internet Project, involving a telephone survey of 3,014 individuals 
in Canada, 18 years of age or older, finds that use of the Internet appears to 
supplement rather than replace traditional media use.?° On average, Internet 
users spend only about 1.8 hours less per week using traditional media than do 
non-users. Although Internet users spend less time watching television, 
listening to radio and reading magazines and newspapers compared with non- 
users, they still soend considerable time using all three of these forms of 
traditional media. Younger users and heavier Internet users report that 
Internet use has led to a decline in the amount of time spent watching 
television. However, compared with non-Internet users, Internet users engage 
more in reading books, watching movies in theatres, listening to music, and 
using the telephone.*° The study found that 74 per cent of Internet users 
believe that the Internet has reduced their telephone use. Compared to non- 
users, Internet users tend to make greater use of all ICTs, for example, VCRs, DVD 
players, cell phones, video game consoles, digital cameras, MP3 players and 
PDAs in the household. 

The Canadian Internet Project looked at the types of websites Internet 
users accessed. About 70 per cent of respondents reported that they never or 
rarely access Canadian cultural content online. Only 27 per cent of survey 
respondents are aware of the Canadian portal website culture.ca and only 
12 per cent access the site.*’ The report suggest that Canada will see rapid 
growth in online commerce, the delivery of news and cultural productions 
through the Internet and new communication services, and various forms of 
Online leisure, such as interactive gaming. 


Today's Culture Consumer: Key Trends in Supply and Demand 


Three significant trends impact the consumption of culture goods and services, 
which have been strongly influenced by digital technologies. They include 
“prosumerism’; “the long tail’; and social networking. 


Prosumerism 


The term “prosumer” was coined by Alvin Toffler over 25 years ago in his 1980 
book, The Third Wave.** The term is a hybrid of the words producer and 
consumer and was popularized by Don Tapscott in 1995 in The Digital Economy. 
Facilitated by new technology and largely by consumers’ demands for 
personal freedom and individual expression, prosumerism refers to their desire 
to participate directly in generating value from products and services and their 
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preference for interactive experiences. Prosumers are keenly interested in 
directly customizing and controlling their consumption experiences. 

Ericson Business Review reports that “consumers around the world are 
taking an active part in the creation of content. The prosumer trend is strong. 
Users want to take part in creating, distributing and recommending anything 
and everything”. Through new media, the cultural creative process has been 
democratized in many ways and the boundaries between audience and creator 
have come blurred. 

Participatory technologies such as the Internet and mobile networks 
enable consumers to engage in Knowledge exchange and content production. 
Generally referred to as Web 2.0 or social software, these interactive 
technologies have contributed to a rapid increase in user-led content by 
providing tools to create, share and remix content and to engage in 
collaborative innovation. YouTube (broadcasting), the Sims (interactive game) 
and BitTorrent (file sharing program) are a few examples. Music videos play a 
leading role in the emerging business of consumer driven web sites.*4 

The impact of prosumerism extends beyond cyberspace and the cultural 
sector. A similar phenomenon is occurring in other sectors of the economy, for 
example, in the information and communications technology sector (e.g. the 
Linux operating system is a free, open source software supported by IBM, Dell 
and other major ICT firms). 

Prosumers not only blur the traditional distinction between producer and 
consumer, they drive traditional creative producers to develop new business 
models. These new business models, in turn, require creative producers to find 
new approaches to commoditizing creative goods and services—or 
commoditizing the virtual neighbourhoods in which creative expression takes 
place or perhaps even commoditizing aspects of the creative experience 
itself.°° 


The Long Tail 


The concept of “the long tail” is not new. It is also referred to as “Pareto tails’; 
“heavy tails” or “power-law tails”. The long tail involves a process by which 
products with appeal to a narrow audience of consumers can collectively make 
up a substantial market share. Chris Anderson, Editor-in-Chief of Wired Magazine 
and author of The Long Tail, suggests that, given the power of the Internet to 
access a huge critical mass of people, niche markets can become viable—and 
quite profitable. Cyber-stores can offer products that have long been taken off 
of retail snelves, as well as products that never made it to the shelf. Lower 
distribution and inventory costs allow businesses to sell smaller volumes of 
niche products online. The Long Tail offers a long list of successful examples, 
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including Amazon, Rhapsody, Netflix and many others. About 25 per cent of 
Amazon sales are now products that are not available in offline retail stores.*° 

The long tail business model is creating a sea change in the way many 
cultural industries sell their products and services. Anderson suggests “forget 
squeezing millions from a few megahits at the top of the charts. The future of 
entertainment is in the millions of niche markets at the shallow end of the 
bitstream".°”? Anderson is referring to the virtually unlimited selection of 
consumer goods and services available on the Internet—selection that is 
unconstrained by the physical space of brick-and-mortar retail stores and movie 
theatres, a limited number of TV stations and radio stations. 

According to Anderson, the online version of the long tail is a new 
economic model for the media and entertainment industries. °° He proposes 
that there is anew economics of abundance rather than scarcity and suggests 
new rules for the entertainment economy in this shifting paradigm: °° 

Make everything available. (Spend less time on demand analysis). 

Cut the price in half, now lower it. (On-line music and videos have no 
packaging costs). 

Help me find it. (Mix mainstream with long tail, for example, Amazon.com 
advertises” “If you like., you'll love.). 


Social Networking 


Today, consumers use new technology not merely to gain access to new 
markets, new goods and new services, but to network. Through networking, 
they engage in commercial transactions that intensify and deepen their 
networking experience. Thus, consumer networking is as much socially 
motivated as it is consumer oriented. Consumers participate in social 
networking to become part of virtual communities of like-hearted people. 
Examples of the virtual communities consumers occupy include virtual 
neighbourhoods such as Facebook, Friendster and MySpace.com. In the process 
of integrating themselves into virtual communities, consumers sometimes 
assume different identities in cyoserspace (e.g., Second Life). Services like 
Craigslist helo consumers connect with urban communities that match their 
personal creative profiles. 

Community sites make tools available to consumers that allow them to 
modify their own personal web pages and form new communities. Tools that 
consumers use include Blogger, del.icio.us, digg and flickr. These tools facilitate 
blogging (Blogger), bookmarking web pages and sharing collections of links 
with others (del.icio.us) and consumer photo sharing (flickr). Other tool 
websites such as technorati enable consumers to search for, surface and 
organize blogs and other forms of independent, user-generated content. 

Community sites also recommend products and services which consumers 
can purchase on shopping sites, such as amazon.com, cafepress.com, ebay, 
iTunes and puretracks, all of which cater to nice markets. Creative new 
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consumers share and promote their own self-created content and that of 
others which they have downloaded themselves or acquired from others 
through peer-to-peer networking on community sites or within tool websites. 
Creative new consumers customize and personalize creative content produced 
by others and become co-creators of content, over which they exercise control 
by posting materials to their own web sites or personal blogs. 


Consumer Spending on Culture Goods and Services 


Cultural activities generate substantial consumer spending on cultural goods 
and services. In addition, they generate significant indirect soending effects 
that are realized, for example through related spending in restaurants, hotels 
and transportation services.”° Indirect benefits are also derived from culture 
employees spending their earnings, business owners spending (or investing) 
the profits they generate, and government spending their additional tax 
revenues generated by those wages and profits. In turn, these purchases lead 
to further increases in employment, wages, income and tax revenues that can 
be felt across a wide range of industries. 

Specifically, though, this segment on consumer spending on culture 
focuses on direct spending on cultural goods and services. Hill Strategies 
reports that Canadian consumers spent $25.1 billion on cultural goods and 
services in 2005, an amount that is “5% higher than the combined consumer 
spending on household furniture, appliances and tools ($24.0 billion)” and “over 
three times larger than the $7.7 billion soent on culture in Canada by all levels 
of government in 2003/04".”! 

Canadian households spent an average of $1,450 on culture goods and 
services in 2004 compared to $1,290 in 1999. Table 1 shows the total household 
spending on culture activities from 1996 to 2003 according to the Statistics 
Canada’s Survey of Household Spending and Family Expenditure Survey. Overall, 
spending on culture activities increased by 45 per cent between 1996 and 2003. 
Spending on Heritage and Broadcasting experienced the largest percentage 
change between 1996 and 2003, increasing 132 per cent and 101 per cent 
respectively. Performing arts experienced an increase of 53 per cent. In 2005, 
Canadians’ spending on live performing arts was double their spending on live 
sports events.** Canadians spend $13 billion on home entertainment, $4.8 billion 
on reading material, $2.7 billion on art works and events, $2.2 billion on 
photographic equipment and services, $1.3 billion on movie theatre admissions 
and $1.1 billion on art supplies and musical instruments. Soending on museum 
admissions exceeded $500 million for the first time in 2005. 
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Of the eight culture sub-sectors reported in Table 1, only Visual arts 
experienced an overall decline in household spending between 1996 and 2003, 
decreasing by 12 per cent. 

It is worth noting that video game purchases are not included in these 
totals. 


Table 1 
Household spending on culture activities, Canada, (Smillions) 
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Heritage 213 132 
Broadcasting 3,260 101 
Performing arts 765 53 
Written media 3,874 37 
Library 25 24 
Photography lO 23 
Film Industry Seria 21 
Visual arts 915 -12 
_Total 14,054 _ 20,430. 45 
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Source: Statistics Canada* 


Many of the purchases by Canadian consumers, including culture goods 
and services, are online. In 2005, Canadians spent $7.9 billion on the Internet 
shopping, including travel arrangements, reading material and electronics. 
Nearly seven million adults bought something online in 2005.%° 


Intellectual Property and International Copyright 


CONNECTUS Consulting Inc. recently released a study on the economic impact of 
Canadian copyright industries.”” Copyright is fundamental to the business 
models supporting arts and culture enterprise. “In most cases, the right to use a 
product is the value—not the physical package that contains the content.”"*? 
CONNECTUS notes several ways in which copyrights may be set including: “by 
individual negotiations between rights holders and users; by collective 
bargaining between groups of rights holders and either individual users or 
groups of users; by collective bargaining, but with recourse to an arbitration 
tribunal; and by mechanisms which provide alternative compensation for rights 
holders."*9 
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Using the World Intellectual Property Organization (WIPO) definition of 
copyright-based industries, that is “those engaged in the creation, production 
and manufacturing, performance, broadcast, communication and exhibition, or 
distribution and sales of works and other protected subject matter’ the study 
encompasses both “core” and non-core industries. Core industries include press 
and literature; theatrical and music productions/opera; motion picture and 
video industries (and sound recording); radio and television; software, 
databases and new media; advertising services; photography, visual and 
graphic arts; and copyright collective management societies. The study found 
that Canada's copyright industries generate $46.8 billion (calculated in 1997 
chained dollars) with core industries accounting for $34.7 billion. Canada’s 
copyright industries employed 655,000 people in 2004 according to the study.°' 

International piracy of culture goods has become a critical copyright issue. 
In Canada, “the Copyright Act provides the legal framework within which 
creators and other rights holders are entitled to recognition and control of, 
and payment for, the use of their works." 

A study conducted by LEK Consulting estimated that U.S. movie studios 
lost about $6.1 billion (USD) in 2005 due to piracy. The Institute for Policy 
Innovation released a subsequent study suggesting that the U.S. economy lost a 
total of $20.5 billion in 2005 as a result of movie and TV piracy, including 
impacts to related industries such as DVD retailers and pay-per-view and video- 
on-demand providers, as well as secondary and tertiary losses.°? 

Canada is not facing these issues of intellectual property and copyrights 
alone. Countries around the world are struggling with the problem of piracy 
and counterfeiting. A recent Organization for Economic Co-operation and 
Development (OECD) study points to several factors driving the use of the 
Internet by counterfeiters and pirates, including anonymity; flexibility; the size 
of the market (e.g. the ability to market a small number of infringing products 
multiple times can undermine enforcement efforts); global market reach; 
deception (e.g. contrived ratings). °* These challenges are substantial and 
growing as the digital revolution gains momentum, enabling greater rates of 
connectivity and increasing consumers’ appetite for interactivity, control, and 
choice in accessing and producing creative content. 


The Role of Arts and Culture in Generating, Re-Generating 
and Branding “Creative Cities” 


Current economic theories suggest that advanced, industrial nations are 
transforming into knowledge-based, service-oriented, and creative economies. 
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In the industrial economy, competitiveness was driven by physical resources 
such as coal and oil and by commodities such as steel, automobiles and 
machinery. While many of these continue to be important to Canada’s 
economy, in the knowledge economy, competitiveness is driven by people. The 
economic success of nations and of cities depends increasingly on their 
scientific capacity and on their capacity to generate innovative business models 
and increase productivity. Creativity is the source of innovation. 

For many scholars, including such notables as Richard Florida and Charles 
Landry, creativity is central to economic vitality. Both of these authors 
characterize creativity as the engine of growth for cities. 

Florida proposes a theory that helps to explain the growth of the 
knowledge economy—the rise of the creative class. According to Florida, 
“powering the great ongoing changes of our time is the rise of human 
creativity as the defining feature of economic life. Creativity has come to be 
valued—and systems have evolved to encourage and harness it—because new 
technologies, new industries, new wealth and all other good economic things 
flow from it”.°° Florida asserts that creativity is now the source of competitive 
advantage and that the “centre of gravity has shifted from traditional industrial 
regions toward new axes of creativity and innovation".°® He suggests that 
economic growth will occur in places where creative people cluster. In this new 
paradigm, employment is not the central driving force for location decisions; 
rather, creative people choose to live in places that are centers of creativity 
and diversity such as San Francisco, Austin, San Diego, Boston, Seattle and New 
York—places with a flourishing artistic and cultural environment.°’ 

According to Florida, the Creative Class grew ten-fold over the twentieth 
century and has doubled since 1980 alone:*® Approximately 38 million 
Americans, 30 percent of all employed people in the US, belong to this new 
Class, including scientists, engineers, architects, designers, educators, artists, 
musicians and others whose economic function is to create new ideas, 
technology or creative content. Additionally, a broad range of creative 
professionals support core creative functions, including business services and 
law. Creative workers are generally highly-educated, open to diversity, and 
work relatively autonomously. 

In Canada, the cultural labour force, which is at the core of the creative 
Class, is predominantly located in the three largest cities, Toronto, Montreal and 
Vancouver. Cultural industries as a percentage of the total labour force in the 
Census Metropolitan Areas were 6.1 per cent in Toronto; 5.5 per cent in 
Montreal and 5.2 per cent in Vancouver in 2001. Toronto's culture labour force 
in 2001 was 154,000; Montreal's was 97,800; and Vancouver was 54,500.°° 
Together, these three cities account for 64 per cent of the 27 Canadian Census 
Metropolitan Areas’ (CMAs) cultural labour force. 

For Florida, the capacity for cities to attract both people and investment 
depends on the co-existence of three constitutive elements, including talent, 
technology, and tolerance. He notes that “globalization increasingly takes shape 
around city-regions with large concentrations of talent.Even as technology 
enables us to work from virtually anywhere, a key fact of the creative age 
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remains its tremendous geographic concentration."© He points to a 2000 study 
by the Milken 

Institute which identifies immigration as one of the most powerful 
demographic trends shaping cities and regions in the United States, including 
New York, Atlanta and Silicon Valley.® 


Table 2 
Percentage of Labour Force in Cultural Industries, 
by Census Metropolitan Areas (CMAs), 2001° 






Advertising and related services 0.81 0.67 0.43 0.39 
Agents / Managers—artists, athletes, entertainers and other 0.04 0.03 0.04 0.02 
Architectural services OM7/m 0:14 OF19), 0.08 
Book, periodical, music store O24204920182045 
Heritage institutions OlOS MOA 2 OM OMG 
Independent artists, writers and performers 04320:350:55 220.5 
Information services O55 0:29 30:44 0°54 
Manufacturing and reproducing magnetic and optical media 0.09 0.07 0.03 0.01 
Motion picture and video industries 0.69 0.79 0.96 0.38 
Newspaper, periodical, book and database publishing 07 450.6220'54 20 52 
Pay and specialty television and program distribution OZ OMam OMS One 
Performing arts companies 0:487°0:237041720.13 
Printing 0.94 1.01 0.63 0.61 
Promoters/Presenters performing arts, sports and other 0.097042 40.077.0:07 
Radio and television broadcasting industries OMS 5m 05202550222 
Sound recording industries 0.08 70:05 , 0:05 0:03 
Specialized design services ODS /OsS oe OM45 028 
Total Os 5:54 519 25.83 


Like Florida, Landry also suggests that the city has a special role in the new 
economy. He notes that, despite the importance of global virtual networks, 
place attachment is a powerful human trait. Quality of place is tied to 
geographic location: “The physical world has fundamental sensual qualities 
which makes actually being there the greatest experiential effect."™ 

Cities around the world have developed clusters of cultural activity—the 
new gold of the creative economy. Cities rich in cultural resources are “hotbeds 
of creativity", economic wealth generators in their own right, and magnets for 


ae Florida, R. The Creative Compact : An Economic and Social Agenda for the Creative Age. (retrieved 
February 9, 2008 from http://www.rotman.utoronto.ca/userfiles/prosperity/File/ 
The Creative Compact..w.cover.pdf). p. 8. 

at Florida, R. (2002). The Rise of the Creative Class. New York: Basic BOOKS. p. 253. 

= Coish, D. Census Metropolitan Areas as Culture Cluster. Statistics Canada. Catalogue no. 89-613—No. 
004. (October, 2004). pp. 68-69. 

a Landry, C. (2004). The Creative City: A Toolkit for Urban Innovation. London: Earthscan Publications. p. 
S/.- 
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talent across all sectors of the economy. Landry suggests that culture be 
elevated from its under-valued, peripheral role in urban planning to a central 
force in shaping the growth of cities: “Cultural heritage and contemporary 
expressions of it have provided a worldwide focus for urban renewal. In the 
midst of economic development we find inspiration in the buildings, artifacts, 
traditions, values and skills of the past. Culture helps us to adapt to change by 
anchoring our sense of being; it shows that we come from somewhere and 
have a story to tell.” 

For Landry, technological transformations, globalization and mass 
international migration have important cultural effects on cities and on their 
relationships domestically and internationally.© All three factors contribute to 
increasing integration of societies; greater access to information and insights, 
and increasing economic interdependence among cities, domestically and 
globally. 

While arts and culture industries play an important role in fostering 
economic development, creative cities are not limited to areas that possess 
large concentrations of cultural industries (creativity is defined much more 
broadly); however, the existence of culture clusters or niche concentrations of 
culture industries are generally considered to be important indicators for 
creative cities. In particular, they are viewed as magnets for talent. In Toronto, 
for example, a full 6 per cent of culture workers living in that city in 2001 came 
from outside of the country within the preceding five-year intercensal period 
and in Vancouver, 7.9 per cent. ° 

Canada’s three largest CMAs, Toronto, Montreal and Vancouver, are 
generally considered the nation’s cultural capitals. Montreal, well established as 
one of Canada’s most creative cities, was successful in luring Ubisoft, the largest 
video game company in Europe and Electronic Arts, an American-based video 
game publisher to open creative studios in the city. According to Ubisoft's 
French CEO Martin Tremblay, Montréal “offers four key conditions for success: 
talented and creative resources, the proper educational infrastructure, a 
technology community and Government support’. Notable government 
support comes in the form of a refundable tax credit for the production of 
multimedia titles of up to 37.5 per cent of labour costs, a refundable tax credit 
for companies in the IT sector that carry out major employment generating 
projects of up to 25 per cent of eligible salaries. Ubisoft has recently created 
the Ubisoft Campus in Montréal. The campus provides training for employees 
from all of the company’s studios, develops future professionals for the 
videogame industry and will be the hub of the company's partnerships with 
schools to attract and develop future employees.® 





64 Landry, C. (2004). The Creative City: A Toolkit for Urban Innovation. London: Earthscan Publications. p. 


9. 

65 Landry, C. (2004). The Creative City: A Toolkit for Urban Innovation. London: Earthscan Publications. p. 
39. 

66 Landry, C. (2004). The Creative City: A Toolkit for Urban Innovation. London: Earthscan Publications. p. 
39. 


67 Coish, D. Census Metropolitan Areas as Culture Cluster. Statistics Canada. Catalogue no. 89-613—No. 
004. (October, 2004). p. 65. 

6&8 Investissement Québec, http://www.investquebec.com/en/index.aspx? page =1754. 

69 See KEA European Affairs with the support of Turku School of Economics and MKW 
Wirtschaftsforschung, The Economy of Culture in Europe Study prepared for the European 
Commission (Brussels: European Commission, October 2006), pp. 171, 278. 
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Canada has many examples of technology clusters that respond to 
consumer demand in the creative economy, including “Canada's Technology 
Triangle" in the Kitchener/Waterloo region. Headquartered in 
Kitchener/Waterloo is Research in Motion (RIM), the company that invented the 
Blackberry and revolutionized business communications. Research institutes in 
the universities located in Canada's Technology Triangle have spawned many 
new technological start-up companies and Kitchener has developed a cultural 
plan to ensure that it retains technology companies and creative workers, 
based on the assumption that world class cultural amenities, a highly skilled and 
creative workforce and region-wide commercial networks will help to attract 
more investment, more firms and more creative workers.’”° In May, 2007, 
Waterloo was named the “World's Top Intelligent Community” by the Intelligent 
Community Forum and ranks among the top five “Small Cities of the Future” in 
North America.”' 

Other CMAS across Canada form niche clusters of cultural activity. For 
example, Halifax has established a strong presence in domestic film production; 
Victoria in literary, performing and visual arts and information services; Halifax 
and St. John’s in information services and performing arts, Ottawa-Gatineau in 
performing arts and information services; and Winnipeg and St.Catharines- 
Niagara in performing arts. Calgary is building its capacity for architectural 
services and specialized design. ”? 

Demographic and technological changes, globalization of value chains, 
consumer dynamics, and emerging regulatory issues are significantly impacting 
individuals, organizations, cities and nations. Together these critical trends 
result in exciting opportunities for growth in the creative economy, but they 
also demand enhanced adaptive capacity to create relevant business models, 
policy and regulatory tools, and responsive institutional support to foster 
positive social, cultural and economic transformation. The continued growth of 
Canada's creative economy requires strong linkages across all levels of 
government, integrative synergies between the public and private sector, 
innovative approaches to business development, and enriched understanding 
of Canada’s cultural wealth in its many delightful forms. 





BY Department of Canadian Heritage, Creative Communities for a Knowledge Economy: An Opportunity 
for Canada's Competitiveness and Prosperity (Ottawa: Department of Canadian Heritage, October 
2007) "Omnis: 

A “Area Named in Foreign Direct Investment (fDi) Magazine's Top Rankings for North American Cities of 
the Future” (retrieved February 12, 2008 from http://www.techtriangle.com/media/fdi.cfm). 

(2 Coish, D. Census Metropolitan Areas as Culture Cluster. Statistics Canada. Catalogue no. 89-613—No. 
004. (October, 2004). p. 66. 
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The phrase “L'art pour l'art”, or “art for art's sake” has been a slogan of the 
creative class since 19th Century France. This phrase has commonly been 
invoked to remind us that art and the creation of art, in itself, is valuable 
regardless of whether it serves a moral purpose or is valued economically. 
Increasingly it is being understood that art and, more broadly speaking, culture 
has value beyond the aesthetic sphere. Chapter 1 argued that arts and culture 
has provided numerous benefits to individuals and communities and 
documented the social benefits from arts and culture. 

This chapter is focused on assessing the size and economic impact of those 
components of culture that can be more easily quantified. To this end, we rely 
on Statistics Canada's framework and data to measure the size of culture 
industries in Canada. The available data are extended to 2007, utilizing a 
number of statistical methods, to yield a more recent perspective on the size 
and economic weight of the culture sector in Canada. The results show that the 
direct impact of the culture sector, measured as the real-value added output by 
culture industries was estimated at $46 billion in 2007 or roughly 3.8 per cent of 
total real gross domestic product (GDP). Finally, macroeconomic models of the 
Canadian economy are used to assess the broader economic impacts of culture 
in Canada—the economic footprint of culture. Summing the quantifiable 
direct, indirect and induced impacts suggests that Canada’s culture sector 
contributed $84.6 billion to total real GDP in 2007. Moreover, nearly 1.1 million 
jobs can be attributed directly and indirectly to economic activity generated 
by culture sector industries. 


Framework for Quantifying the Creative Economy 


In 2004, in a collaborative effort with the Department of Canadian Heritage, 
Statistics Canada produced a framework to define cultural industries in Canada." 
Statistics Canada defines culture as a “creative artistic activity and the goods 
and services produced by it, and the preservation of human heritage”. While 
the framework may have gaps, it does establish a definition for the cultural 
sector that can be quantified with available data. 

The difficulty with assessing the economic value of culture is that culture 
industries are not separately defined under the current system of national 
accounting. The North American Industry Classification System (NAICS) is 
available at various levels of disaggregation. And while some aspects of the 
cultural sector can be captured within some of the detailed NAICS codes, 
culture is not defined, within the current system, as an industry. Because of 
this, many aspects of culture are included within other NAICS codes and not 
measured on their own. Statistics Canada’s cultural industries framework has 
been developed to pull, from various NAICS industries, the components that are 
related to culture. First, the framework defines the creative chain for culture 
industries into five broad categories: 


e Creation—These are establishments involved in the development of a 
creative artistic idea such as independent artists, writers and performers. 





See: Canadian Framework for Culture Statistics, Catalogue no. 81-595-MIE2004021, August 2004. 
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e Production—This segment of the creative chain includes organizations 
involved in processing or producing a creative good or services such as 
books or magazines as well as intangible services including concerts and 
theatre performances. 

e Manufacturing—This includes, for instance, the mass production of a book 
undertaken by a printer. 

e Distribution—This includes the distribution of books by wholesalers and 
retailers such as book stores, general merchandise stores, electronic 
shopping and mail-order organizations. 

e Support Services—Many organizations provide support in the provision of 
culture goods and services including those that represent publishers and 
writers and agents as well as managers. 


Statistics Canada notes that the creative chain involved in the provision of 
culture goods and services works best with a physical good instead of a cultural 
service. For example, the preservation of human heritage is more intangible in 
nature such that measuring its economic value is more difficult. Many activities 
are required in preserving heritage, including the discovery or identification of 
a particular artifact, the conservation of the item (i.e. repair and storage), 
interpretation and finally, presentation. Identifying and measuring such 
activities can be complex given data limitations. 

It is important to note that the creative chain encompasses all phases of 
the provision of cultural goods and services, from artistic inception through 
distribution. Thus, the written media industry, for example, includes printers, 
book dealers, and publishers as well as writers. 

The culture sector framework identifies 14 categories of cultural 
industries. The value generated by each of these industries, defined as the 
value-added? or nominal GDP, is estimated by apportioning out the GDP in 
broader NAICS industries that is attributable to culture. To estimate the shares 
attributable to culture, Statistics Canada often relies on more detailed 
occupational data. For example, it is possible to break out the value of GDP 
attributed to visual arts, by assessing the share of occupations that include 
painters, sculptors and other visual artists. Although there are simplifying 
assumptions, for example relative wages or productivity are not considered, 
the methodology does allow Statistics Canada to estimate, with some detail, 
the size of culture industries in Canada. 

Table 3.1 displays the level of nominal GDP estimated for each of the 14 
cultural industry categories.* Because of lags in the availability of detailed 
industry data, the estimates are only produced on a nominal basis’, up to the 
year 2003. While the data are not current, they do provide some interesting 
insights. Estimated at over $43 billion in 2003, the culture sector accounts for 
about 3.8 per cent of Canada’s total GDP—a share that has remained relatively 
stable over the 1996 to 2003 period. For comparison, the value added of 





2 Value-added or net output is the difference between total revenue and the sum of expenses on 
parts, materials and services used in the production process. Summing the value-added across all 
industries will yield the GDP in that region. 

: Economic Contribution of the Culture Sector to Canada’s Provinces. 81-595-MIE — No. 037. Ottawa: 
Statistics Canada. Culture Statistics Program, Culture, Tourism and the Center for Education 
Statistics. March, 2007. 

5 Estimates are provided in current dollars and thus not adjusted for inflation. The CBoC has utilized 
standard price deflators to produce estimates of real cultural GDP; these are presented later in this 
section. 
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Canada’s retail industry was just under 6 per cent in 2007. Statistics Canada also 
estimates that the culture sector directly employed about 616,000 workers in 
2003, about 3.9 per cent of total employment. Also interesting, is that over the 
1996 to 2003 period, the film and broadcasting industries have posted very 
strong growth, allowing their combined share of culture GDP to increase by a 
full 5 percentage points, to nearly 26 per cent. 


Table 3.1 
Nominal GDP, Culture Industries in Canada (millions of current $) 









Written media ASOT 115959 2127/25 2155519 § 145831 2 16,004. 16,705 "16,850 
Broadcasting 6,086 247597 4/56 4,962. 5.478 - 5,905 6,458. 6,99) 
Film industry Dot 27500" £2,004, 5,210 O04 © 0.000 Be 0,007 me alo 
Advertising £6507 47/012 17/5 2412/2 22/41/ 7 2423. 24270 29/8 
Heritage NOUS Ole 22 eee tO OUeed eC ee) ee 2 OO eo, 
Libraries 1276 41,182, 1,262. 1960°.°1/225) 1176. 1/284 1,305 
Architecture 788 758 826 G07 29H O79 tm O06 tiie 110 81 256 
Performing arts 1,004 = 4,0212°51,048 1,008 2~ 1,078) 1,048 31,0872 4152 
Visual arts 920 864 941 947 978 950 969 1,041 
Design 981. 41,040, 1,075 917 iD 977 1,004 985 
Photography 609 627 658 639 659 685 729 USS) 
Sound recording 

and music publishing 349 283 298 B55 374 347 383 59) 
Festivals 34 34 46 50 =) 64 73 82 
Support services 2,856. 2,836..2,987, 3,296 4,061 5.845 4,182, 4529 


Culture output, 


all categories _ 29,104 30,644 32,573 34,498 37,889 39,277 41,545 ee 


Source: Statistics Canada. 


While culture industries, as defined in the framework, add significantly to 
overall GDP, there are a number of data gaps that suggest the true contribution 
is larger. The recent emergence of the Internet and other digital technologies 
has changed the way culture is created and consumed. As such, interactive 
media has become an increasingly important part of Canada’s cultural 
landscape. Mass written and broadcast media is being, in part, replaced by 
more interactive and participatory media including increasingly popular 
websites such as You Tube, My Space, Face Book, and Second Life. A 2006 study 
conducted by PriceWaterhouseCoopers provides important insight into the 
economic importance of the interactive media industry.° Estimates from this 
study suggest that in 2005 total revenue generated from interactive media was 
$5 billion with total employment exceeding 50,000 jobs. 

The growing popularity of interactive media is evident from the results of 
a study by the Pew Internet & American Life Project, Teens and Social Media.® 
The study found that: 


PricewaterhouseCoopers LLP, Canadian Interactive Industry Profile 2006, 2006. http://www.ciaic.ca/ 
files/CIIP2006-EN. pdf 

This report was (removed ‘just’, because the term will appear dated in a few months) released in 
December of 2007: Pew Internet & American Life Project, Teens and Social Media, 
http://www.pewinternet.org/pdfs/PIP_Teens Social Media Final.pdf. 
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e 64 per cent of online teens ages 12-17 have participated in one or more 
among a wide range of content-creating activities (up from 57 per cent 
reported in Pew's poll conducted at end of 2004): 

e 39 per cent of online teens share their own artistic creations online, such 
as artwork, photos, stories, or videos, up from 33 per cent in 2004. (up 
from 33 per cent reported in Pew’s poll conducted at end of 2004); and 

e 26 per cent remix content they find online into their own creations, up 
from 19 per cent in 2004. 


Another example of interactive media is video games. This market reflects 
consumer spending on console games, personal computer games, online games 
(including massive multiplayer online games), downloadable games, on-demand 
games streamed through a Web site, and wireless games played on mobile 
phones. PriceWaterhouseCoopers reports that in 2006, soending on 
videogames in Canada totalled $989 million.’ Between 2002 and 2006, spending 
on videogames in Canada grew 68 per cent—average growth of 14 per cent 
compounded annually. More importantly, Canada has become recognized as a 
global leader in video game development. 

Video games fit into Statistics Canada’s definition of culture in that many 
people would argue that the development and production of video games 
involves a creative artistic activity and, hence, meets a key requirement for 
inclusion as a producer of a cultural good. Perhaps, even more importantly, the 
production methods for producing video games closely parallel those in the 
film industry. These production methods include animation, art direction, 
producers and directors, characterizations, texturing of surfaces, scene design, 
motion capture, photography, voiceovers by actors, lighting, sound and audio. 
In addition to the direct development of video games there are many support 
industries that produce goods or service supporting creation, production or 
transmission of other creative goods or services. Vancouver and Montreal have 
become video game development hubs and, according to New Media BC, there 
were 120 companies directly involved in video game development in 2004. 
Canada is home to the two largest game development studios in the world, by 
revenues and by number of employees: Electronic Arts employs about 2000 of 
its worldwide total of 7900® employees in Burnaby and Vancouver, BC and 
Montreal and in 2006-2007 Ubisoft employed 1400 game development staffof 
its worldwide total of 3950 employees in Montreal."°. PricewaterhouseCoopers 
has noted that about 20 per cent of the top selling games in North America are 
developed in Canada." Canada's strength in the high value-added segments of 
the video game production chain — development and publishing — suggest 
that the video game industry is making an important, albeit unmeasured, 
contribution to the culture sector's impact on the Canadian economy. Canada 
has also provided a nurturing environment for these industries and boasts 
numerous interactive media education facilities such as Sheridan College and 
“Ubisoft University”. The country is also renowned for its 2-D and 3-D animation 
and imaging software developers for interactive digital media, such as Flood 
Software, specializing in the animation of fluids, and XYZ RGB, who perform 3-D 








PriceWaterhouseCoopers LLP, Global Entertainment and Media Outlook: 2007-2011, 2007. 
http://www.info.ea.com/company/company_ background.php 
http:/Awww.gamasutra.com/view/feature/1759/the_frenchcanadian connection _a .php?page=2 
http://www.ubisoftgroup.com/gallery_ files/site/270/358/1637.pdf?PHPSESSID = 
684c9d4b96be282c8eb0d0691dFf3d12d 

PricewaterhouseCoopers LLP, Global Entertainment and Media Outlook: 2007-2011, 2007. 
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scanning of objects, including faces and animals, for film and games such as 
King Kong, Lord of the Rings, The Matrix, and Electronic Art's Need for Speed. 

Statistics Canada’s NAICS codes covering the culture industry do not 
specifically account for the culture activities involved in interactive media and 
video games. Production, manufacturing and distribution of film and video do 
not include a NAICS code for video games. Also, there is not a category that 
captures Canadians’ involvement with interactive media Internet sites. 

Another gap highlighted by Statistics Canada is that the framework 
excludes the value of volunteer activity, which is not captured in the 
employment data. Estimates suggest that the economic contribution of the 
non-profit sector to culture was $3.6 billion in 2000.12 


Assessing the Size of Canada’s Cultural Sector 


While Statistics Canada has provided a measure of the value-added contribution 
to GDP of Canada’s cultural industries, there are other measures that can yield 
some sense of the importance of Canada’s culture sector. Indeed, the 
framework developed by Statistics Canada relies on adding up the value-added 
or economic contribution by industry. But GDP can also be measured by looking 
at the total demand or spending on cultural goods and services by all of the 
agents within an economy: households, government and businesses. In 
addition, transactions across borders must also be considered. As such, foreign 
purchases of cultural goods and services—exports—will also add to total 
cultural GDP while sales by foreigners of cultural goods and services are 
measured as imports."* While it is not possible to add up all of these 
components to measure the contribution of culture to Canada’s GDP—for 
example business investment in culture is not available—there is good 
information available about the amount households spend on culture, trade 
flows of cultural goods, as well as some information about the size of 
government spending on culture. In this section we present some of these 
measures; we also discuss the methodology used in extending a number of 
culture sector indicators to 2007. 

Table 3.1 presented the nominal value-added GDP of cultural industries 
from 1996 to 2003. While it is not possible, given current data gaps” to extend 
each of the sectors beyond 2003, it is possible, using broader categories of 
NAICS industries, to extend more aggregate components up to 2007. Statistics 
Canada publishes estimates of real (inflation adjusted) GDP in a number of 
related categories’? and these were used to grow the industry components, on 





12 





Satellite Account of Nonprofit Institutions and Volunteering: 1997 to 2004. 13-015-XIE. Ottawa: 
Statistics Canada. December, 2007. 

In essence, value-added GDP is the same measure as expenditure-based GDP, for the whole economy 
or, more specifically, for the culture sector. Of course, measurement difficulties due to data gaps 
and the more complex definition behind what is culture remain present for either measure. 

While some of the data is not yet available beyond 2004, we are also unable to replicate Statistics 
Canada's methodology because many of the data used in constructing the cultural industry detail 
are unpublished. 

In some cases the culture sector is closely tied with the related (and available) NAICS industry code. 
For example, written media and broadcasting are grown out using the closely related NAICS: 
publishing industries and broadcasting industries. In other cases, the NAICS codes are not so closely 
related, such that tied performing arts industries are grown out using a broader NAICS category 
that also includes professional sports (a sector, which in Canada, is not considered part of the 
cultural sector). 
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an annual basis, up to 2007. Setting 2002 as the base year, the data were 
deflated, over the 1996 to 2002 period, using a private wage-based deflator. 


Extending Estimates of Cultural Industries to 2007 


Table 3.2 
Cultural Industries in Canada in 2007 
(major categories as a per cent share of total real culture GDP) 
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sources: Statistics Canada; The Conference Board of Canada. 


According to our estimates, real value-added output by cultural sector 
industries is valued at just over $46 billion in 2007, roughly 3.8 per cent of total 
real GDP. While the direct economic contribution of cultural industries has 
stayed relatively stable, broadcasting; telecommunications; and publishing 
activities have outpaced other cultural industries, with the three components 
now accounting for nearly 60 per cent of total cultural sector output. (See 
Table 3.2). Those components more directly related to household recreation 
spending, including performing and visual arts, festivals and portions of 
heritage and libraries, accounted for about 8 per cent of total cultural GDP. 
Motion picture and sound recording industries also account today for about 
8 per cent of culture GDP, a sharp decline from the peak of 10.3 per cent 
attained in 2002, prior to the strong run-up in the value of the Canadian dollar. 
According to Statistics Canada, from 2002 to 2007, real GDP attributed to 
motion picture and sound recording industries fell by nearly 10 per cent— 
perhaps not a bad performance considering that the loonie appreciated by 
nearly 46 per cent over the same period. The remaining components of cultural 
sector GDP, defined as cultural and support services in Table 3.2, account for a 
little over 25 per cent of the total value-added. These components include a 
wide range of private business services and public sector contributions to 
overall cultural output. 
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Spending on Cultural Goods and Services 


While the industry estimates give us a sense of the direct economic 
contribution of culture sector GDP, spending on cultural goods and services by 
households also provides some interesting perspectives. Statistics Canada 
conducts, annually, a detailed survey of consumer expenditures” that allows us 
to assess household spending on cultural goods and services. Survey questions 
allow us to break out average household spending on 16 relatively detailed 
components of culture, ranging from antiques to rental of cable and satellite 
services, museum fees, and newspapers. The nominal expenditure estimates 
were available from Statistics Canada only up to 2005. These were adjusted for 
inflation and extended to 2007 utilizing broader categories of consumer 
spending in Canada.” 


Table 3.3 
Average Household Spending on Culture in 2007 (estimate, current $) 


500 + 
400 — 
300 
200 -- 
100 + 
_ a ae ES 
S : eS we S we se 





xe d 


@ 
ye yw” & @ fe) ~ 


xO NS & 
‘ § e Ss  ) \S 
S xO ae xX eS é & : we 


Sources: The Conference Board of Canada; Statistics Canada. 


According to our estimates, in 2007, the average household in Canada 
spent roughly $1,650 (in current dollars) on cultural goods and services. Given 
that there are an estimated 12.6 million households in Canada, this suggests 
that consumer spending on cultural goods and services was close to $21 billion 
in 2007. This is equivalent to $18.9 billion in real $2002—representing 2.4 per 
cent of total real consumer spending or 1.4 per cent of total real GDP. Overall, 
real household spending on culture has remained relatively stable over the past 
decade. However, some interesting trends are revealed within each 
component. For example, household spending on cable and satellite television 
services has increased steadily since 1997, displacing written media as the 
largest cultural expenditure item. (See Table 3.3). Average spending on movie 
theatres has been growing however; spending on music and video CD's and 
rentals has been declining. This trend is suggestive of the increasing role that 
interactive media is likely having on consumer spending, a trend that 


16 ~~“ For the purposes of our analysis, survey results were pulled directly from Statistics Canada’s CANSIM 
database. For an overview of the survey, see Statistics Canada Catalogue no. 62-202-XIE, Spending 
Patterns in Canada, 2005, December, 2006. 

17 The Conference Board examined the historical relationship between household spending on culture 
and broader consumer spending estimates available to 2007. These relationships were maintained 
when extending consumption on culture sector components over 2006 and 2007. Data were 
deflated utilizing the consumption of other services deflator available from Statistics Canada. 
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unfortunately cannot be assessed from the current household survey 
questions. 

On the trade side, Canada tends to import more cultural goods and 
services than we export. The overall trade deficit, available only for 2004, 
totalled nearly $2 billion in current dollars. However, this does not take away 
from the fact that exports of cultural goods and services contribute 
Significantly to Canada’s overall export performance. According to our 
estimates, real exports of cultural services are worth over $3.3 billion in 2007." 
Adding in exports of cultural goods brings the total value of real cultural 
exports to just under $5 billion in 2007, about 1 per cent of Canada’s total 
exports. Data from Statistics Canada for exports of cultural goods are more 
current, available up to 2006, and were thus extended only for one year." It is 
evident that the strong appreciation in the Canadian dollar has had a significant 
impact on Canada’s sale to foreigners of cultural goods. In real terms, exports 
of cultural goods fell by nearly 22 per cent from 2002 to 2006, while our 
estimates suggest that another 12.9 per cent decline occurred in 2007 see 
Table 3.4. Film and video as well as written works are the two largest 
components of cultural goods exports, accounting for nearly 65 per cent of the 
total. 

The remaining categories include spending by government and by 
businesses on cultural goods and services. Survey data are available for 
government spending but nothing is produced with respect to the private 
business sector, making it impossible to fully assess the size of the cultural 
sector in Canada on an expenditure basis. According to a Statistics Canada 
survey, total public soending on culture, including federal, provincial and local 
levels of government, reached $7.3 billion in the 2003-04 fiscal year.2° Growth in 
real government spending on culture has been relatively steady over the past 
ten years, at least keeping pace with total government spending on goods and 
services, owing to an improved fiscal situation. Nonetheless, as a share of GDP, 
our estimates suggest that real government spending on culture is below 1999 
levels by roughly 0.3 percentage points. 

While the projected $7.9 billion in government spending on culture in 2007 
isa substantive number, summing the total of household spending, 
government spending and net trade of culture goods and services suggests 
that the total soending would be, at best, in the range of $27 billion in 2007. 
This is significantly shy of the value-added industry measure that is estimated at 
$46 billion. Statistics Canada does not reconcile the cultural accounts in the way 
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Statistics Canada provides data on cultural services exports for 11 categories the biggest of which 
are film production and distribution services and trademarks (royalties). See Culture services trade: 
Data tables, April 2007, catalogue no. 87-213-XWE. Data are currently available to 2004. Total cultural 
services exports were extended to 2007 using statistical techniques that simply tied total cultural 
services exports to more aggregate, and current, exports of services components. The relationship 
was Statistically strong, allowing us to “forecast” over history, an estimate of total cultural services. 
A similar methodology was used to extend exports of cultural goods as was used for services. Given 
the very strong currency appreciation in 2007, our estimates suggest that exports of cultural goods 
declined sharply in 2007. 

The $7.3 billion excludes intergovernmental transfers, providing a better estimate of net spending. 
Current dollars estimates of total government spending were available from Government 
Expenditure on Culture Tables available through Statistics Canada’s CANSIM database. The estimates 
are only available on a fiscal-year basis up to the year 2003-04. Government spending on culture 
provided in Table 3.4 is in real terms and converted to a calendar year basis for consistency with 
other indicators. Soending was projected to 2007 utilizing other measures of government spending 
that are available up to 2007. 
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that the accounts for total GDP on an expenditure and industry basis are 
reconciled. Consequently, we can only suggest that either business spending on 
culture accounts for the balance or, the more likely explanation, that the 
survey data produced for some of the expenditure categories are under 
representative of the true value of spending on culture. 


Table 3.4 
Spending on Canada’s Cultural Goods and Services 
(selected components; CBoC estimates; millions of real $2002) 
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Sources: The Conference Board of Canada; Statistics Canada. 
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Quantifying the Broader Economic Impacts of Culture 


In the preceding section, available data measuring the direct economic weight 
or value of the culture sector were presented. In this section, we present the 
results of utilizing macroeconomic models of the Canadian economy to 
quantify how culture industries affect the broader economy. The economic 
activity of culture has effects on other sectors of the economy by generating 
demand for goods and services from industries outside those directly involved 
in producing cultural goods and services. Moreover, while wages in the broadly 
defined “arts, entertainment and recreation” industry (which includes 
performing arts and heritage institutions) are low relative to wages in the 
manufacturing and services sectors, wages in the broadly defined “information 
and cultural industries” (which includes written media, broadcasting and film) 
are quite high relative to wages in the manufacturing and services sectors.’' 
Since these “information and cultural industries” make up the largest portion of 
cultural GDP, cultural industries, on net, tend to create jobs that lift labour 
income and lead to other repercussions on the economy. A description of the 
methods and results in measuring these and other factors, contributing to 
what we have defined as the economic footprint of culture, follows. 

The model simulations suggest that Canada’s cultural sector has a large 
economic footprint. On average, for every $1 of real value-added GDP produced 
by Canada’s cultural industries, roughly $1.84 is added to overall real GDP. 
Employment is also lifted, with the culture sector and related impacts 


21 See CANSIM Table 281-0036. 
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contributing to an estimated 1.1 million jobs in Canada in 2007. The economic 
impact on other key economic indicators is also discussed. 


Methodology in Estimating the Economic Footprint of Culture 


The economic footprint of culture is defined as the combined direct, indirect 
and induced economic impacts, where: 
Direct impact measures the value-added on the economy of those firms 
directly producing cultural goods and services. This was defined earlier in 
Section 3.2 at a total estimated value of $46 billion in 2007 (in real $2002). 


Indirect impact measures the value-added that the “direct impact firms” 
generate economically through their demand for intermediate inputs or 
other support services. For example, the industrial production of music 
CDs will require inputs from other industries, such as aluminum 
production. They may also require inputs that are imported, which would 
tend to mute the effect on the Canadian economy. 


Induced impacts are derived when employees of the aforementioned 
industries (both direct and indirect) soend their earnings and owners 
spend their profits. These purchases lead to more employment, wages, 
income and tax revenues, and can be felt across a wide range of industries. 


As such, increased demand for a specific industry (or the collection of 
industries defining culture) will not only have direct impacts on the economy 
but will Soread through the economy via a series of multiplier effects. Indirect 
effects are first felt on demand for industries that are direct suppliers. Second- 
round induced effects produce a widespread impact (albeit usually smaller on 
all sectors of the economy, largely through a general increase in consumer 
spending. The overall economic multiplier is calculated as the sum of all value- 
added impacts (direct, indirect and induced) divided by the direct impact of 
cultural industries in Canada. 

Given that cultural industries are soread over a wide range of detailed 
industries, the analysis relied on the use of Statistic Canada’s national model of 
Canada’s industrial structure, in an effort to more accurately assess the indirect 
value-added impact on related industries. The Statistics Canada National Input- 
Output model (I-O) has the advantage of finely detailing the industrial structure 
within our economy as well as containing linkages for inputs that are imported. 
As such, the l-O model has the advantage of being able to assess, based on the 
2004 structure of the Canadian economy, the total indirect effects of Canada’s 
cultural industries. 

The industrial estimates of Canada’s cultural industries, realigned with the 
NAICS structure of the Il-O model, were provided to Statistics Canada in order to 
simulate the model and produce industry level results. Once Statistics Canada 
provided its assessment of direct and indirect impacts, the aggregate results 
were utilized to bring out additional induced effects. While the Conference 
Board's National Forecasting Model contains a more aggregate industrial sector, 
it has the benefit of assessing the impact of additional income, through 
changes in wages and profits, on a wide range of economic indicators. 
Moreover, the Conference Board's models allow for the analysis to be carried 
out over a time period, whereas Statistics Canada's l-O model produces a point 
in time measure of the impact. The direct and indirect effects obtained from 
the I-O simulations were utilized as inputs in simulating the Conference Board's 
model of the national economy to produce the overall economic footprint of 
Canada's cultural sector over the 2003 to 2007 period. 
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The methodology allowed for the calculation of economic multipliers— 
rules of thumb that link the direct value-added of culture industries to the 
broader economy—that, under not too stringent assumptions, remain 
relatively stable over time. The multiplier for indirect and direct impact 
obtained from the I-O model is presented in Table 3.5 as is the overall 
multiplier, generated using the Conference Board's model, which includes 
induced economic impacts. 


Key Assumptions 


Some key points about the model simulations are worth mentioning. Although 
the methodology is similar to a typical economic impact analysis, measuring 
the economic footprint of culture in Canada is conceptually a much different 
exercise. In fact, we are not trying to compare a world in which there are no 
cultural industries to one in which cultural industries exist. Instead, the 
methodology is meant to allow us to assess the reality that exists today: the 
extent to which a wide range of cultural industries flow through, and impact, 
our economy. Given this background, a number of assumptions were 
introduced in the model simulations. For example, prices, interest rates anda 
few other key variables, which normally react to economic cycles, were not 
allowed to change during the model simulation. This allowed us to isolate the 
economic footprint of culture in the Canadian economy without having to 
worry about other “business cycle” impacts on the results. 


Table 3.5 

Footprint of Culture in Canada 

oo ann na nn nn enna Sonate ela 
Input-Output Overall 

| Model Economic 

| Multiplier Multiplier 





Economic Multipliers 1.57 1.84 
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Sources: The Conference Board of Canada; Statistics Canada Input-Output Division. 








Model Simulation Results 


Table 3.5 presents, in the first column, the economic multiplier from the I-O 
simulation. The multiplier of 1.57 is calculated as the ratio of indirect and direct 
GDP, to direct GDP. The Il-O economic multiplier can be interpreted in the 
following way: For each $1 of real GDP produced by culture sector industries, a 
$1.57 increase in GDP results from direct and indirect economic effects. 
According to the I-O model simulations, about $26 billion in indirect GDP would 
be produced in addition to the direct GDP contribution, of $46 billion, from 
cultural industries in 2007. Interestingly, goods producing sectors supply only 
about $5 billion of the $26 billion in indirect GDP (with manufacturing 
accounting for $3.4 billion of this amount). As such, service sector industries 
produce the lions’ share of indirect GDP, through increased output from a wide 
range of industries with the largest impacts coming from: information and 
cultural industries; finance, insurance, real estate and rental and leasing; and 
professional, scientific and technical services. 
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Table 3.6 
Economic Footprint of Canada’s Cultural Industries—Total GDP Impact by Industry 
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Total Cultural GDP (millions $2002) 41,160 42,556 43,760 44.882 46,082 


as a per cent of total GDP 3.8 3.8 3.8 3.8 3.8 
Real GDP 77,057 77,785 79,859 82,881 84651 

as a per cent of total GDP 7.6 7.4 7.4 7.5 7.4 
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Sources: The Conference Board of Canada; Statistics Canada. 


In the table's second column, the GDP multiplier is lifted by including 
induced effects—the effects of higher wages and profits on overall consumer 
spending and other activities—as calculated utilizing the Conference Board's 
national model. This multiplier then, reflects the total direct, indirect and 
induced effects of cultural industries. As expected, the overall economic 
multiplier is augmented from 1.57 to 1.84. Table 3.6 displays the total economic 
impact, on an aggregate industry basis, from the simulation results utilizing the 
Conference Board's national model. As expected, the economic footprint of the 
culture sector is much larger when accounting for indirect and induced effects. 
Overall, the real GDP impact is raised from $46 billion in 2007, to $84.6 billion, as 
suggested by the economic multiplier. This implies that cultural and related 
industries affect about 7.4 per cent of total real GDP in Canada in 2007, a share 
that has remained relatively stable over the 2003 to 2007 period examined. 
Service sector industries are the most impacted, with government services 
contributing an estimated $14 billion and business and personal services 
industries (Commercial services) contributing over $55 billion, respectively 1 
and 4.9 per cent of total GDP in 2007. As a result of the indirect and induced 
impacts, the footprint of the cultural industries also extend to the primary 
sector, the manufacturing sector, and the manufacturing sector as direct 
impact firms purchase intermediate inputs from these sectors; employees of 
the direct and indirect impact firms spend their earnings on goods and services 
that require inputs from these sectors; and owners of the direct and indirect 
impact firms spend their profits on goods and services that require inputs from 
these sectors. In 2007 the total impact of the cultural industries on these three 
sectors amounted to almost $15 billion. 

Economy-wide, employment is up by 1.1 million, a figure that represents 
7.1 per cent of Canada's total employment in 2007. 

In addition to the overall impact on GDP, the effect of increased economic 
activity plays itself out on a number of other key economic indicators. As 
described earlier, economic activity can be measured by adding-up the value 
added across industries or by measuring GDP on an expenditure or income 
basis. The Conference Board's economic model incorporates each of these 
accounting methods. Table 3.7 presents the economy-wide effect of cultural 
industries on some expenditure and income components of the economy, also 
allowing us to infer the cultural sector's footprint on overall government 
revenues. Stronger consumer spending has an impact on sales tax revenues, 
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largely responsible for the increase in federal-regional indirect tax revenues. 
Moreover, a lift to employment has an impact on labour income, adding to 
personal income tax revenue, while corporate profits are also up, yielding an 
increase in corporate tax revenues. Overall, in current dollar terms, the impact 
of cultural industries on the economy contributed nearly $25 billion to federal 
and regional government coffers in 2007. 


Table 3.7 
Economic Footprint of Canada’s Cultural Industries—Other Economic Indicators 
(millions of current $ except where indicated otherwise) 
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Household Spending (millions of $2002) 37,039 37,850 39,382 40,966 41,963 


Household Spending 37,904 39,448 41,742 44170 46,209 
Labour Income 31,661 34,029 36,621 39,514 42,726 
Corporate Profits 44,268 46,891 43,007 47,584 39,942 


Federal-Regional Personal Income Taxes 3,419 3,993 4593 5,202 5,868 
Federal-Regional Corporate Income Taxes 7,611 7,777 7,043 7,801 6,485 


Federal-Regional Indirect Taxes SOM) Eyes) ‘sed isa) (64/0) 
Other Government Revenues 55509) 5) 16/1 2 O42 eee OTA 02 
_Total Government Revenues 21,358 22,612 23,139 24,985 24,881 
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Sources: The Conference Board of Canada; Statistics Canada. 


In summary, the cultural sector is an important contributor to economic 
activity in Canada. Estimates suggest that cultural industries produced roughly 
S46 billion of real value-added GDP in 2007. However, when considering the 
effect of cultural industries on other sectors of the economy—accounting for 
indirect and induced effects—the overall impact is much larger. According to 
our estimates, the economic footprint of culture is valued at roughly 
$84.6 billion in 2007—7.4 per cent of total real GDP. Moreover, the employment 
attributable to the cultural industries through direct, indirect, and induced 
impacts amounted to over 1.1 million people in 2007. 
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This chapter identifies and describes the drivers of the creative economy, 
shows how they interact and combine with each other, and illustrates, with 
examples, new and emerging practices that contribute to the vibrancy of the 
creative economy and its power to shape competitiveness and growth in the 
broader economy. 

The chapter focuses on seven key drivers of the creative economy: 


Consumption dynamics; 
Innovation; 

Technology; 

Talent; 

Diversity; 

Social capital and collaboration; and 
Capital investment. 


ee ee 


In addition, the creative economy is itself a driver of competitiveness and 
growth in the broader economy. The impacts of the creative economy 
emanate from the creative core, and ripple through the cultural industries, and 
other creative industries, into the wider economy.’ 

The seven drivers listed above are ways by which we create the conditions 
necessary for creative individuals and teams to flourish, harness their talent 
and commoditize their creative efforts. As we will show, creativity springs from 
individuals and from the social interaction of individuals in groups, and of 
groups with each other. 

Creativity is involved in how people shape their lifestyles, form their 
identities and express their sense of self and community. The story of the 
drivers of the creative economy builds on the narrative of how individuals and 
groups make meaning, share experiences and express their orientation to 
themselves, to each other and to the world. 


Consumption Dynamics 


This section examines changing consumer dynamics, including the ways in 
which producers cater to demand and commoditize the experience: in other 
words, how they derive revenue from supplying goods and services to meet 
consumer demand. It also examines the phenomena of customization, user- 
generated content, emerging new platforms and niche markets and how they 
are moving the market from producer-centric to consumer-centric dynamics. 
The key message is that consumer behaviours are changing and that these 
Changes are fueled by the freeing of popular creativity made possible by new 
Information and Communications Technologies (ICTs) that allow users to create 
their own content, gain access to creative content produced by others, and co- 
create with them. 

Behind the changing consumer demand is a more demanding consumer, 
one who is more articulate, more discerning, better educated, richer and with 
higher expectations. This consumer highly values the experience of 





See “The Creative Industries: A Stylized Typology” in The Work Foundation, Staying Ahead: The 
Economic Performance of the UK's Creative Industries (London: Department for Culture, Media and 
Sport, June 2007), p. [4]. 
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consumption both alone and with others. For example, Apple's iPod and video- 
on-demand are “supply responses” to demanding consumers, who seek to 
personalize their experience of consuming and contributing to creative 
content.” 


Producer-Centric Dynamics—The One-Way Culture Model 


According to traditional marketing strategy in the creative economy (as 
elsewhere) producers and those involved in the value chain connecting 
producers with consumers, have a dual focus. On the one hand, they feed 
known demand, based on consumption patterns. On the other hand, they 
attempt to stimulate new demand for goods and services that were not 
formerly available or were not available in new formats now on offer. In this 
model, producers saw themselves as protecting their market share by satisfying 
existing consumer demands in new and better ways and increasing their 
market share by stimulating new consumer “wants”, and whetting the appetite 
of consumers for new categories of goods and services. 

Much of success of traditional marketing strategy was due to advertisers 
who were able to anticipate new desires, stimulate appetites and satisfy the 
public's preferences. While the focus was always on the consumer, the 
approach was “top down" and had more to do with influencing consumers 
directly than accepting feedback or listening to echoes from the market. 
Producers and others in the value chain leading to the consumer focused on 
“pushing product” with sophisticated advertising campaigns. 


Consumer-Centric Dynamics—The Two-Way Culture 
of the Digital Age 


The digital age has revolutionized the dynamics of production and 
consumption, no where more dramatically than in the creative economy. 
Consumer behaviour now drives the behaviour of producers and others in the 
value chain involved in commoditizing goods and services. Consumers Of 
creative content are no longer passive recipients of content that others deem 
fit to be provided to them. Instead, consumers are active participants in the 
creation of content—they are true co-creators in the value chain. The signals 
consumers send to producers are as important as the messages conveyed by 
producers and their partners to the market, perhaps even more important. 
Consumption dynamics are an integral part of anew two-way culture, whereby 
the behaviour of consumers influences the actions of producers in real time. 
Consumers are actively creating and articulating their own demands and their 
own content. 

Perhaps the most succinct formulation of consumer demand comes from 
PricewaterhouseCoopers, which characterizes the activities of the digital 
consumer as “Ubiquitous Participation”, where ubiquitous means “everywhere, 
anytime, omnipresent, unrestricted, flexible” and where participation signifies 
“connecting, imagining, inventing, collaborating, contributing, managing, 
marketing, selling, locating, entertaining, exploring, purchasing, supplying, 
paying, investing”.° In a certain way, advances in technology from analog to 





2 The Work Foundation, Staying Ahead: The Economic Performance of the UK's Creative Industries 
(London: Department for Culture, Media and Sport, June 2007), p. 17. 

3 PricewaterhouseCoopers, Global Entertainment and Media Outlook: 2007-2011, Highlights presented 
to Canadian Heritage (Ottawa: Canadian Heritage, October 2007), Slide 23. 
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digital have not only helped to create an environment that supports ubiquitous 
participation; in a very real sense, consumer demand has driven the digital 
revolution. Early subscribers to cable television and pay-TV when they were 
introduced into Canada in the 1960s and 1983, respectively, were 
demonstrating their appetite for creative content more reflective of their 
tastes and interests.* Subsequent technological advances have shown just how 
hungry consumers really are for creative content that mirrors their experience 
and indeed helps them to express it. 


Consequences of Changing Consumer Dynamics for Producers 


Amid the plethora of user-generated content and passion for co-creation, 
traditional producers of goods and services in the creative economy are 
finding new opportunities to make money out of creativity by commoditizing 
the virtual neighbourhoods in which popular creative expression takes place 
and even by commoditizing aspects of the creative experience itself. For 
example, corporations like Wendy's International Inc., Nike Inc. and Honda 
Motors Co. Ltd. have started to create their own social networks on 
MySpace.com. Their objective in posting personalized corporate profiles is to 
attract “friends” in the hope of cultivating a community of potential customers. 
Such profiles are meant to attract Internet users in much the same way as 
other popular personal profiles do. Participants from communities of interest 
share stories, likes and dislikes, preferences for goods and services and so on 
on-line, which turns them into personal marketing agents for goods and 
services that firms are in the business of selling.” 

It is interesting to note that when corporations develop an Internet 
presence on the same model as individuals, they position themselves as 
creative peers with whom individual consumers can build bonds of attachment 
and loyalty. Individuals may be attracted to the creative expression associated 
with a firm’s web presence or persona. They may like the “look and feel’ of the 
company's virtual image quite apart from the goods and services that it 
produces and offers for sale. Individuals may also identify with the messages a 
firm communicates (e.g., commitment to “being the best", or “reducing, 
reusing and recycling”). Fans might then interact with each other on-line about 
the products and services they have purchased, their experience of owning a 
product being intensified by “chatting” and sharing with others with whom 
they have ownership of the product in common. 

In reaching out to potential consumers, firms seek to assert their own 
creative presence in the virtual marketplace—a form of user content creation— 
and tap the creativity of potential consumers to co-create a brand with them 
and generate sales. In others words, such firms are working with potential for 
creativity offered by the Internet. 

For example, Russell T. Davies and Julie Gardner, executive producers of 
BBC Wales' Doctor Who, its sister series Torchwood and The Sarah Jane 
Aaventures, “plus the myriad on-line and interactive incarnations”®, have 
strongly capitalized on the consumer as co-creator theme. They recognized 


“ See Lucie Ogrodnik, Patterns in Culture Consumption and Participation (Ottawa: Statistics Canada, 
December 2000), p. 40; cf. p. 88. 

: This paragraphs draws on Policy Research Group, “The New Consumer: Consumption Patters in the 
21st Century” (Gatineau, QC: Policy Research Group, January 2007), Slide 9. 

é The Work Foundation, Staying Ahead: The Economic Performance of the UK's Creative Industries 
(London: Department for Culture, Media and Sport, June 2007), p. 11. 
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that their remake of Doctor Who gave them an unprecedented opportunity to 
tap into the creativity of Doctor Who followers, who are not only loyal 
followers of the television series, but also Doctor Who gamers and word-of- 
mouth and Internet-based social network marketers of the Doctor Who suite of 
products. 

Similarly, Terry McBride, CEO of the Canadian-based Nettwerk Music Group, 
whose client roster includes Avril Lavigne, Sarah McLachlan and the Barenaked 
Ladies, has made a deliberate effort to use digital to experiment with new ways 
of commoditizing the music experience. By taking advantage of peer-to-peer 
networks, the iPod, and digital technologies, McBride focuses on making money 
through multiple revenue channels that leave copyright with the bands and 
cater to fans and firms who are hungry for ringtones, concert tickets, license 
agreements with TV shows and videogames. McBride recognized that giving 
away the ProTool vocals, guitars, drums, and bass files for a new album by the 
Barenaked Ladies on MySpace to allow fans to make their own mixes was 
actually a way of increasing, rather than undercutting revenues. McBride 
converted the band's 29 new songs into more than 200 musical assets— 
including a CD, four different digital versions, a 14-track collection for Starbucks 
in Canada, ringtones, acoustic versions, concert recordings and a selection of 45 
assets on a USB drive—that can used by listeners on their own or in conjunction 
with others to create products.’ 

The central message here is that producers and consumers co-drive the 
creative economy. Creative production and consumption allow creative 
producers and consumers to recognize elements of shared experience and 
spark off of each other in a creative and responsive cycle of demand and 
supply. In the process, creative producers and consumers take on aspects of a 
shared identity—brand attractiveness from the point of view of the creative 
producer and brand relevance from the perspective of the creative consumer. 


Innovation 


The Conference Board of Canada argues that “innovation involves more than 
the creation and diffusion of new ideas. It also embraces the transformation of 
ideas, and their use as new value-added products and services in the 
marketplace.”® In this section, we address the process through which creative 
ideas are commercialized to produce economic value. 

In the context of the creative economy, innovation requires the 
development of links between: 


content and technology; 

technology and creativity; 

creativity and business acumen; and between 
production and consumption. 


Creative people need to work closely with Information and 
Communications Technology (ICT) specialists. Both need to be informed by 
consumer demand and both need to be able to grasp and implement business 
models that commoditize the creative results of their synergies and 





Jeff Howe, "No Suit Required", at http://www.wired.com/wired/archive/14.09/nettwerk pr.html. 
The Conference Board of Canada, 5th Annual Innovation Report: Trading Ideas in the Global Ideas 
Market (Ottawa: The Conference Board of Canada, 2003), p. 5. 
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collaboration.’ When creative people work with technology specialists in a 
business environment, they can “act as mediators at the interface of 
communication processes while at the same time being creators of new 
messages and movements with the ability to translate them into aesthetic 
forms'—that can be commoditized."? It is not surprising that creative industries 
tend to be more innovative than industries in other sectors." 

The process of innovation involves “light-bulb moments, iteration and 
experimentation, rather than recourse to any codified body of knowledge’”.”” 
Innovation therefore requires high creativity, high skill, high knowledge, high 
collaboration and high application. 

Building on the work of Richard Florida, Michael Porter and Amartya Sen, 
Pier Luigi Sacco, et al. contend that innovation in the creative economy 
depends on the development and maintenance of what they have dubbed an 
advanced cultural cluster. These are “characterized by an industrial atmosphere 
strongly oriented toward the production, absorption, consolidation, and 
dissemination of new thoughts and technologies” and involve cultural 
producers along with their business, education and government partners. 
According to Sacco's model, a culturally endowed city like Vancouver, Known 
for its high quality of life, acts as a magnet for creative people and investment 
capital. Wnen governments create a business environment favourable to 
Research and Development (R&D), when business—education-—government 
partnerships support the development of entrepreneurial skills and local talent 
and when players in the cluster network internally and externally, they increase 
their chances of innovating, including in the area of commercially viable 
creative products and services." 

Innovation—in the context of this chapter, commercializing creative 
value—is assisted by the concerted efforts of business, education and 
government to turn cities into magnets for creative workers and investment 
capital. While the ICTs essential to commercializing creative content “shorten” 
the distance between people globally, innovation, some argue, tends to 
require creative people and technology specialists and business investors 
working in close physical proximity to each other to maximize synergies and 
collaboration. At the same time, other analysts emphasize that “digital 
communities and peer production are important drivers of the innovation 
process”, which puts the onus on creative businesses to “embrace...new ways of 
managing reciprocal relationships." 


S See KEA European Affairs with the support of Turku School of Economics and MKW 
Wirtschaftsforschung, The Economy of Culture in Europe Study prepared for the European 
Commission (Brussels: European Commission, October 2006), pp. 11, 39. 

ue Adreas Wiesand in cooperation with Michael SOondermann, The “Creative Sector"—An Engine for 
Diversity, Growth and Jobs in Europe: An Overview of Research Findings Prepared for the European 
Cultural Foundation (Amsterdam: European Cultural Foundation, September 2005), p. 14. 

i The 2005 UK Innovation Survey showed that about 70% of creative businesses had been involved in 
some form of innovation over the period 2002-04, compared with about 55% of businesses in other 
industries. See The Work Foundation, Staying Ahead: The Economic Performance of the UK's Creative 
Industries (London: Department for Culture, Media and Sport, June 2007), p. 35. 

i2 The Work Foundation, Staying Ahead: The Economic Performance of the UK's Creative Industries 
(London: Department for Culture, Media and Sport, June 2007), p. 20. 

i Pier Luigi Sacco, Bob Williams and Elvy Del Bianco, The Power of the Arts in Vancouver: Creating a 
Great City (Vancouver: Vancity, January 2007), p. 15; cf. pp. 24-27. 

es The Work Foundation, Staying Ahead: The Economic Performance of the UK's Creative Industries 
(London: Department for Culture, Media and Sport, June 2007), p. 43. 
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Technology 


Technology is revolutionizing the creative economy. The Internet and ICTs are 
embedded in the creative economy and have enhanced the “creative 
production process, enabling new content distribution channels, as well as 
changing how and where the content is used by the consumer."’? Probably the 
most far-reaching integration of technology with the creative economy is the 
diffusion of Web 2.0, a range of on-line services that have facilitated the rise of 
user-generated content, enabled file sharing and supported more intensive 
forms of social networking and participatory forms of content co-creation. The 
uptake of Web 2.0 services has been made possible by increasing rates of 
connectivity (access to the Internet) and the widespread availability of 
broadband, which facilitates faster Internet connections. 

But Web 2.0 is not simply a technology story. Web 2.0 services reflect the 
growing demand on the part of consumers to generate their own creative 
content, network with their peers—which more often than not involves the 
sharing of digital files—and an appetite to manipulate existing creative content 
and co-create new creative assets. In other words, Web 2.0 services are not 
neutral facilitators of interaction; they are responses to a popular need to 
express creativity and are actually fueling the growth of user-created content. 

In the context of the creative economy, the role of technology is 
changing—at the behest of creative users—from providing a vehicle for 
delivering creative content from to producer to waiting consumers, to serving 
as a tool for authoring, co-creating and sharing creative content on a peer-to- 
peer basis. 

In the creative economy, the relationship between technology and 
creative goods and services is reciprocal and synergistic. On the strength of its 
iPod device, for exampie, Apple has commoditized music and movies in the 
form of iTunes."® But the Apple experience also shows that consumer demand 
for creative content determines the value of the software platform on which 
creative content rides, and the availability of high quality creative content is 
what drives demand for hardware.” 

PricewaterhouseCoopers forecasts that nearly half of all Entertainment 
and Media (E&M) growth over the next five years will be generated through 
online and wireless technologies. Demonstrating their appetite for user- 
generated content, consumers are migrating to convergent platforms (the 
convergence of the home computer, wireless handsets and television) that 
enable them to create and share their own content and co-create digital assets 
with others as well as participate in on-line gaming and take advantage of video 
on demand. PricewaterhouseCoopers estimates that consumer spending on 
convergent platforms will account for 72 per cent of total E&M spending 
growth after 2008. Digital distribution over convergent platforms and 
consumer use Of Web 2.0 services are driving Internet advertising and access 


Department for Culture, Media and Sport, Creative Economy Programme Technology Working 
Group—Final Report (London: Department for Culture, Media and Sport, November 21, 2006), p. [1]. 
See http://www.apple.com/itunes/. 

See KEA European Affairs with the support of Turku School of Economics and MKW 
Wirtschaftsforschung, The Economy of Culture in Europe Study prepared for the European 
Commission (Brussels: European Commission, October 2006), p. 139. 
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spending, which are forecast to grow by 12.2 per cent between 2007 and 
2078 

The integration of the creative industry with technology is pitting Internet 
against TV in a battle for revenues. A key issue is who will be more successful in 
monetizing the so-called “long tail’ of specialty programming. Will it be 
traditional TV broadcasting, or will it be Internet content aggregators like 
Babelgum, Joost and ZIM, which replicate traditional TV experience online or via 
mobile wireless devices? The key to capitalizing on the long tail lies in providing 
navigation and search functionality that not only “helps viewers find what they 
are looking for, but also helps advertisers target directly those consumers they 
are looking for." Aggregators also have an opportunity to become “taste- 
makers—selecting content which exists, or commissioning new content, 
organizing it with other content in a way which appeals to viewers.”'? 

The real strength of technology lies in its power to connect: 


e producers with consumers; 

e like-hearted people, who share, co-create feed each other's appetite for 
creative content; 

e people with creative content, helping to release their own creative 
expression; and 

e advertisers with consumers. 


Technology drives the creative economy by facilitating these connections, 
enhancing the experience of those who are thus connected and stimulating 
demand and supply responses that feed the cycle of creative production and 
consumption. 

It is not technology alone that triggers demand for creative content; it is 
the interplay between creative consumers and—especially—Web 2.0 service 
providers that brings new creative demand to the surface and new 
opportunities for creative supply responses to meet that demand. 


Talent 


Talent is an indispensable driver of the creative economy. Skilled and 
knowledgeable creative people are essential to producing creative content, 
developing and deploying engaging delivery platforms, judging consumer 
demand and designing creative responses to that demand. The creative 
economy, like any other segment of the economy, depends on high quality 
supply of talented people; sufficient quantities of workers with the right skill 
sets; and efficient mechanisms for facilitating the flow of skilled workers into 
productive employment. 

This section focuses on the skills and knowledge—especially the new 
knowledge competencies—necessary to spin creative ideas into commercial 
products and services. It also examines the need for multi-skilling and cross 
disciplinary practices required to fuel the creative economy. Finally, it 
addresses education and training necessary to develop talent for the creative 
economy. 





ue PricewaterhouseCoopers, Global Entertainment and Media Outlook: 2007-2011, Highlights presented 
to Canadian Heritage (Ottawa: Canadian Heritage, October 2007), Slides 5,13, 17, 24, 26, 30. 

ue Nordicity Group Ltd., Banff Green Paper 2007: The Future of Television in Canada (Ottawa: Nordicity 
Group Ltd., June 5, 2007), p. 20. 
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Skills and Knowledge 


To contribute productively in the creative economy, workers require a mix of 
industry-specific skills—particularly artistic skills and competencies related to 
the use and adaptation of ICTs, and knowledge of how to commercialize 
creative ideas—business acumen and know-how, including management and 
entrepreneurial skills, marketing, budgeting and financial planning, and 
awareness of investment opportunities. 

They also require a range of “soft skills which allow tacit knowledge to be 
exchanged and developed." The Work Foundation characterizes these soft 
Skills as “sophisticated cognitive and interpersonal skills” and argues that the 
creative economy places a premium on what it describes as “expert 
thinking...in which judgement is needed, often against a background of 
considerable ambiguity.” The creative economy also depends on “complex 
communication”, which goes well beyond the capacity to “elicit and transmit 
information” to include the ability to “convey a particular interpretation of 
information or use it to persuade others (e[.JgI.,] teaching, selling, managing 
and negotiation”. Creative firms distinguish themselves from their competitors 
by their employees’ “expert capacity to solve problems and communicate 
complex ideas”.”! 

In creative firms, the requirement to demonstrate these skills proficiently 
is not limited to those involved in Research and Development (R&D) or 
marketing. These skills are required workforce wide, since employees are no 
longer called upon merely to “apply information in a mechanical sequence, but 
are also invited to participate, experiment and offer suggestions about how to 
improve the production process, and management is expected to build 
feedback back into that—a powerful driver of learning by doing and 
incremental innovation."”2 


Multi-Skilling/Cross Disciplinary Practices 


Firms in the creative economy need to be able to combine talents that run the 
gamut from creativity, through technology to business. In practice this means 
“mixing creative and business disciplines, developing boundary-crossing 
collaborations (e.g. between technologists and content providers; scientists 
and artists), and capitalizing on the uncommon ground of core general 
education and industry-specific skills needs."** With cross-disciplinary 
collaboration comes the need for cross-disciplinary skills, such as “adaptability, 
problem solving, openness to collaboration, interpersonal skills...fand] 
leadership abilities’.”4 

The following profile of perceived skill gaps of workers employed in the 
Canadian screen-based media reveals the extent of multi-skilling expected in 
the creative economy. It also highlights the challenge in finding individuals or 





ae The Work Foundation, Staying Ahead: The Economic Performance of the UK's Creative Industries 
(London: Department for Culture, Media and Sport, June 2007), p. 23; cf. p. 136. See also Tom 
Fleming, A Creative Economy Green Paper for the Nordic Region (UK: Tom Fleming Creative 
Consultancy in cooperation with the Nordic Innovation Centre (NICe), November 2007). 

2 Ibid., Dp. 68, 69, 129; cf. p. 37. 

#2 Ibid., p. 80. 

ee Tom Fleming, A Creative Economy Green Paper for the Nordic Region (UK: Tom Fleming Creative 
Consultancy in cooperation with the Nordic Innovation Centre (NICe), November 2007). 

ge The Work Foundation, Staying Ahead: The Economic Performance of the UK's Creative Industries 
(London: Department for Culture, Media and Sport, June 2007), p. 137. 
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firms who can combine the diverse skill sets needed to thrive in creative 
businesses. The desired skills include: 


e business skills (management, financial, legal, and marketing) (e.g., 
executive production, management, production, venture financing, sales, 
marketing); 

e information-related skills (€.g., archiving, information retrieval, 
management, teaching and research skills): 

e generic skills/attributes (e.g., communication, teamwork, interpersonal, 
thinking, problem-solving, perseverance, adaptability, leadership, 
continuous learning); 

e creative skills(e.g., graphic modeling, animation, interface design, graphic 
design, script writing, storyboarding); and 

e computer skills (e.g., computer programming, interactive design, games 
development, website design)*° 


Granted, screen-based media is but one segment of the Canadian creative 
economy, but other segments have similar skill requirements and workers in 
these sectors face similar skill gaps. The Cultural Human Resources Council notes 
that employers across their sector face challenges “[flinding workers with cross- 
over skills, particularly a combination of artistic or technical and ‘soft’ skills”. 
Moreover, employers in creative businesses increasingly require their 
employees to have “multi-disciplinary competencies’, including career 
management skills and export marketing savvy, along with “new competencies 
in new technologies” and “new personal competencies”. Competencies in new 
technologies include “practical knowledge” of working in computerized office 
environments and knowledge of working with digital interactive media directly 
linked to creating and distributing goods and services.”® 


oe Extracted from Ekos Research Associates Inc. and Paul Audley & Associates Ltd., Frame Work: 
Employment in Canadian Screen-Based Media—A National Profile Final Report submitted to Women in 
Film and Television (Toronto: Women in Film and Television, Table 9.9, p. 163. 

as Mercadex International Inc., Face of the Future: A Study of Human Resource Issues in Canada’s 
Cultural Sector Findings and Recommendations presented to The Cultural Human Resources Council 
(Ottawa: The Cultural Human Resources Council, December 2002), pp. 10, 14, 15, 16. See also TJ. 
Cheney Research Inc., Building on Success—A Human Resources Development Strategy for the 
Cultural Sector—2004 Prepared for the Cultural Human Resources Council (Ottawa: Cultural Human 
Resources Council, 2004), p. 21. Comparable skill gaps are reported in (a) Lowenbe Holdings Inc., Fast 
Forward: Recommendations for a National Training Strategy for the Film and Television industry 
prepared for the Cultural Human Resources Council (Ottawa: Cultural Human Resources Council, 
September 2006), pp. 13, 43; (b) Groupe Réseau Conseil, Survey of Training Offerings and Assessment 
of Training Needs for Artist Managers in the Music Industry Final Report presented to the Cultural 
Human Resources Council (Ottawa: Cultural Human Resources Council, March 31, 2006), p. 20; (c) 
kisquared, Stage Technicians—Training Gap Analysis Final Report (Ottawa: Cultural Human Resources 
Council, March 31, 2006), p. 56; (d) Ekos Research Associates Inc., New Media Freelance Content 
creators prepared for Cultural Human Resource Council (Ottawa: Cultural Human Resources Council, 
July 27, 2004), pp. 27, 33; Groupe Réseau Conseil, Training Offerings Survey and Training Needs 
Assessment for Cultural Mentors Final Report presented to the Cultural Human Resources Council 
(Ottawa: Cultural Human Resources Council, December 20, 2005), pp. 22, 23; (e) Ekos Research 
Associates Inc. and Paul Audley & Associates Ltd., Frame Work: Employment in Canadian Screen-Based 
Media—A National Profile Final Report submitted to Women in Film and Television (Toronto: Women 
in Film and Television, p. 161 and Table 4.14, p. 48 and Table 5.9, p. 75, where employers report 
recent graduates not having the “right attitude"; and (f) Hill Strategies Research Inc., Training Gap 
Analysis of Documentary Filmmakers prepared for the Cultural Human Resources Council (Ottawa: 
Cultural Human Resources Council, March 1, 2005), pp. 9, 21, 26. 
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Cross disciplinary collaboration is a hallmark of the creative process. The 
Work Foundation observes that the process of creation “tends to be intuitive, 
iterative” and based on trial and error. It is, moreover, “largely sui generis to 
individuals, teams, networks and organisations”, so that when teams are broken 
up the “creative Knowledge they generate can quickly be dissipated."”” 


Education and Training 


To ensure the vibrancy of the creative economy, educational institutions need 
to work at unlocking students’ creativity. As jurisdictions maintain their dual 
focus on knowledge acquisition and the achievement of skill-based learning 
outcomes, they must strive to ensure that creativity is not lost in the “cognitive 
shuffle’. 

Employers also have a role in encouraging employee creativity in the 
workplace and can play an important role in tapping into the creative talents of 
their workforce. Employers can be instrumental in creating environments 
where ideas can be discussed before actions are taken, where feedback can be 
given and received, and where reforming project teams can bring forth the 
creative assets of the workforce. 

But educational institutions alone cannot remedy skills shortages reported 
by employers. In his foreword to the UK's First Skills Strategy, Prime Minister 
Tony Blair stated that increased productivity, competitiveness and growth can 
Only be achieved if employers’ and employees’ “ambition in the demand for 
Skills” is raised so that they are both inclined to make the necessary investments 
in training and learning in the workplace and in partnership with education.”8 

Firms in the creative economy face several challenges relating to gaps in 
perception among employers, employees and educational institutions with 
respect to: 


e competencies that new media content creators would like to develop; 

e competencies that are in greatest demand (and perceived short supply) by 
employers; 

e how these competencies should be developed; and 

e the priority (or lack thereof) employers and employees place on training 
to support competency development. 


Where it comes to researching or exploring ideas, 46 per cent of content 
creators feel they lack or would like to develop this competency. At the same 
time, 33 per cent of employers indicated that this is an area where they are 
experiencing the greatest competency shortages. Moreover, 46 per cent of 
employers indicated that new hires with formal education did not meet their 
expectations relative to researching/exploring ideas, despite the fact that 
90 per cent of postsecondary institutions feel that this competency is best 
acquired through formal education. Yet, only 36 per cent of employers are 
likely to offer on-the-job training to develop this skill. Strikingly, both content 
creators and their employers feel that self-education, rather than formal 





eu Ibid., p. 102. 

ae Skills White Paper: 21st Century Skills: Realising Our Potential, July 2003. Cited in Department for 
Culture, Media and Sport, Creative Economy Programme Education and Skills Working Group—Final 
Report (London: Department for Culture, Media and Sport, November 21, 2006), Appendix 1, p. 45. 
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education or on-the-job training is the best way to develop this quintessentially 
creative competency.” 

What this tells us is that employers need to talk more with postsecondary 
institutions about how the latter can enhance their programming to improve 
student outcomes with respect to researching/exploring ideas. Without this 
dialogue, and without employer attention to on-the-job training, a key driver 
of the creative economy could be weakened, threatening the competitiveness 
and growth of creative firms.*° 


Diversity 


Diversity is a very powerful driver of the creative economy. In this context, 
diversity encompasses traditional categories such as ethnicity, gender, age and 
religion, which distinguish people individually and in groups. As immigration 
Changes the face of Canada, respect for cultural diversity, welcoming people 
from diverse backgrounds into our communities and workplaces is not only a 
mark Of our hospitality, it is also an indicator of how successful we will be in 
attracting creative talents and investments to Canada, and how competitive we 
will be in marketing our creativity and innovation to the world. 


Cultural Diversity 


The creative economy has the potential to strengthen Canada’s cultural fabric, 
contribute to the vibrancy of our cities, make us more cosmopolitan, attract 
more creative people and inbound investment, and help to define our brand in 
the global market. 

The stories we believe about ourselves are strongly rooted in our passions, 
specifically in our hopes and fears. Creative goods and services speak directly to 
our identity, to our sense of belonging and to our expectation to make a 
difference. Often this can mean making ourselves Known to others, getting to 
know them in turn and forming bonds and relationships that carry us forward 
into a future that we help to shape. As such, creative goods and services are a 
way Of projecting our stories onto the world. 

The modern creative economy is characterized by a demand for diverse 
products delivered through diverse channels to diverse markets to meet 
diverse client needs. A potentially great comparative advantage for increasingly 
cosmopolitan countries like Canada is tapping into the creative talents of 
equity groups, including immigrants, Aboriginals, women, persons with 
disabilities and mature workers, and at the same time, catering to the needs 
they bring to the creative marketplace. Canada's screen-based media, for 
example, has enormous opportunity to diversity its workforce, become more 
inclusive and to be more reflective of the communities it serves and more 
responsive to their need to identify with characters who are portrayed in 
creative broadcast works.*" 


a See Delvinia Ineractive Inc., New Media Content Creators: Training Needs & Gaps Analysis Final Report 
for Cultural Human Resources Council (Ottawa: Cultural Human Resources Council, updated June 
AXOLOYAN).. foo 24\, Ie, aN By? zis). (ANS). SNS). 

30 See Delvinia Interactive Inc., New Media Content Creators: Training Needs & Gaps Analysis Final Report 
for Cultural Human Resources Council (Ottawa: Cultural Human Resources Council, updated June 
QO0AR DD a2 22 e245 27> Abo: 

oh Ekos Research Associates Inc. and Paul Audley & Associates Ltd., Frame Work: Employment in 
Canadian Screen-Based Media—A National Profile Final Report submitted to Women in Film and 
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Canada's cities and communities have their own distinctive identities, 
which they are consciously working to develop and project to attract creative 
and skilled people and business investment, so it makes sense that our 
country's screen-based media would want to reflect our various city and 
community identities in creative ways, employing local talent and filming in 
regional settings.*? 

Participating in the creative economy, whether as producer, distributor, 
prosumer, co-creator—or in any other capacity—is affirming of individuality 
and of the connections that people make with each other on the basis of 
shared experience or common purpose. The experience of social networking 
on the Internet demonstrates the power of creative goods and services to 
draw people together, stimulate commercial activity and generally get people 
“involved” with family, neighbours, friends as well as strangers. 


Cognitive Diversity 


In the creative economy, individuals and teams are valued for the diversity they 
bring individually and collectively to the projects they work on. Creative firms 
are valued in the marketplace for their distinctive offer of goods and services, 
which are characterized by a diversity of expression, a uniqueness in the way 
they are delivered to the market and for their ability to resonate with different 
segments of the marketplace. 

In the creative economy, diversity can also refer to the mix of skill sets 
required to ensure a successful creative collaboration, one that taps the talents 
of creative individuals and teams, leverages the power of technologies and 
commoditizes the creative experience to ensure that creative people are 
rewarded for their efforts and encouraged to bring forth new works to a 
waiting and demanding public. 

In terms of skills, creative people are expected to demonstrate diversity 
within their own range of abilities. For example, in the advertising industry, 
creative individuals are valued for their power of diagonal thinking, that is, 
people who can shift quickly and easily “‘between linear and lateral thought 
processes, people who think creatively but commercially'”.*? 

The diversity that individuals and teams bring to the table and the 
diversity that they co-create has been described as cognitive diversity, which 
refers to the “capacity of different sets of knowledge when interacting to 
produce better decisions and outcomes.” ** 

Such innovations would not be possible if firms or creative entrepreneurs 
were not open to diversity, comfortable with ambiguity and patient with 
change. In the creative economy, creativity involves purposive trial and error— 
even tinkering—by one or many people. Moreover, while creative teams may 
rely on the genius of some at different stages of the creative process, it may 





Television (Toronto: Women in Film and Television, pp. xi, xiv, xv-xvii. See also Lowenbe Holdings 
inc., Fast Forward: Recommendations for a National Training Strategy for the Film and Television 
Industry prepared for the Cultural Human Resources Council (Ottawa: Cultural Human Resources 
Council, September 2006), p. 50. 

Cf. Department for Culture, Media and Sport, Creative Economy Programme Infrastructure Working 
Group—Final Report (London: Department for Culture, Media and Sport, August 9, 2006), p. 14. 
These are the words of the Director General of the Institute of Practitioners in Advertising, quoted 
in The Work Foundation, Staying Ahead: The Economic Performance of the UK's Creative Industries 
(London: Department for Culture, Media and Sport, June 2007), p. 137. 

The Work Foundation, Staying Ahead: The Economic Performance of the UK's Creative Industries 
(London: Department for Culture, Media and Sport, June 2007)). p. 138 
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well be the unintended result of many working together that proves to be the 
commercial “hit”. The Work Foundation observes that commercial success often 
results from the creative tension between “exploiting old ideas that have 
proven technologies and ready payoffs, and exploring new possibilities that are 
risky but can reap large, long-term benefits."*° 

The real power of diversity as a driver of the creative economy is that 
giving public creative expression of diverse voices not only enables different 
viewpoints to be heard—and responds to a deep-seated popular need that 
everybody has to express themselves, to communicate, to be noticed, to be 
recognized, to be heard and generally to be creative in their own right—it also 
provides an opportunity for people to connect with others. This, in turn, drives 
demand for more diverse content and deepens relationships along personal, 
professional, cultural, geographical or consumer lines. When people associate 
online to share, create or co-create, savvy advertisers, marketers, distributors 
and producers of commercial creative content can “listen in" or observe 
carefully to understand how their initial creations are seen and used by 
consumers and develop fresh content or commoditize the experience of 
consumption in innovative new ways. 


Social Capital and Collaboration 


Social capital and collaboration, like many of the concepts we have been 
discussing in this chapter, are at one and the same time products of the 
creative economy and drivers of it. Social capital is created in the collaboration 
of diverse creative teams, in the interaction between individuals from one firm 
and another and in the relationships that are built up when consumers of 
creative content connect with each other and strengthen their bonds with 
each other based on their shared participation in a common creative 
experience. Social capital and collaboration are factors in the organic growth of 
creative firms, in their ability to partner and integrate themselves in supply 
Chains and in their responsiveness to consumer demand. 

Peer-to-peer interaction is not only a driver of demand, it is in the Web. 
2.0 world critical input for new creative supply responses on the part of 
creative firms. The act of recommending a creative product or encouraging 
others to participate in a potentially commoditizeable creative experience can 
profitably be seen as the last step in one phase of co-production or the first 
step in another.*° 


Open Source Software and Crowdsourcing 


Open source software and crowdsourcing are special cases of collaboration, and 
their popularity and commercial prospects are on the rise. Examples of open 
source software co-design are Mozilla's Firefox and Electronic Arts' The Sims. The 
Sims is an online computer game that features simulated people or avatars that 
are created by the game's users. One estimate is that 90 per cent of the online 


ao The Work Foundation, Staying Ahead: The Economic Performance of the UK's Creative Industries 
(London: Department for Culture, Media and Sport, June 2007), p. 141. 

# The Work Foundation, Staying Ahead: The Economic Performance of the UK's Creative Industries 
(London: Department for Culture, Media and Sport, June 2007), p. 99. See also Tom Fleming, A 
creative Economy Green Paper for the Nordic Region (UK: Tom Fleming Creative Consultancy in 
cooperation with the Nordic Innovation Centre (NICe), November 2007). 
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content on The Sims is created by users.*’ Firefox is a “next generation Web 
browser” that actively encourages its users to co-develop the product.*8 

Crowdsourcing refers to a form of peer collaboration in which a business 
tenders problem solving and service provision work to the general public via 
the Internet based on the “presumption that a large number of enthusiasts can 
outperform a small group of experienced professionals.”*° The Work 
Foundation cites an example of the effectiveness of crowdsourcing as a 
technique for solving scientific problems that stumped experts at the firm 
level. In the study they describe, 166 problems were “disclosed on the 
InnoCentre website to over 80,000 independent scientists in over 150 
countries.” This resulted in a 29.5 per cent resolution rate.” 

To summarize, the Internet provides a vehicle that allows producers and 
consumers to interact in real time to co-produce and collaborate on problem 
solving and service provision issues that enrich the creative consumer's 
experience of the product, build consumer engagement and loyalty and tap 
into the rich creative reserves of consumers as part of the creative process. 
Through their collaborative efforts, social capital is built up among members of 
creative teams, among partners who collaborate on a business-to-business level, 
between creative producers and their consumers and among social networks 
of creative consumers themselves. The World Wide Web is increasingly a vehicle 
that facilitates collaboration and the accumulation of social capital through the 
web of relationships that creative people form with each other. 


Capital Investment 


Capital investment is also a key driver of the creative economy. Here, we focus 
On issues relating to the capacity of creative firms to compete and grow— 
especially in the context of the Web 2.0 universe, where anyone who would 
make money in conjunction with a creative endeavour must be just as 
innovative about developing business models that “fly” as they are about 
developing, producing, distributing, marketing and advertising creative 
content. 

The UK-based Work Foundation observes that investing in creative firms 
tends to carry with it a great deal of uncertainty because artists themselves— 
not to mention those who might be interested in bankrolling their activities— 
cannot be sure whether their creative output will be appealing to their 
audiences, i.e., potential consumers of their creative offerings. But risk is not 
only inherent in the creative products themselves. Angel investors” and 
venture capitalists*? may not be satisfied with the business acumen of creative 
firms, which may require them to invest in non-financial ways such as business 
mentoring. Nevertheless, in the UK there does not seem to be a shortage of 


Department for Culture, Media and Sport, Creative Economy Programme Diversity Working Group— 
Final Report (London: Department for Culture, Media and Sport, November 21, 2006). See also the 
official Web sites for The Sims: http://thesims.ea.com/ and http://thesims2.ea.com/. 

See http://www.mozilla.org/products/. 

See http://crowdsourcing.typepad.com. 

The Work Foundation, Staying Ahead: The Economic Performance of the Uk’s Creative Industries 
(London: Department for Culture, Media and Sport, June 2007), p. 140. 

Angel investors (known as business angels in Europe) are affluent individuals who provide capital for 
start-up businesses, usually in exchange for convertible debt or ownership equity. 

Venture Capitalists (VCs) invest private equity capital typically in new, growth businesses. VCs 
generally offer cash in exchange for shares in the company they invest in. But VCs can also offer 
managerial and technical expertise in exchange for a say in company decisions. 
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firms, which may require them to invest in non-financial ways such as business 
mentoring. Nevertheless, in the UK there does not seem to be a shortage of 
equity investors. The Work Foundation estimates that there are 3,885 business 
angels involved in financing the activities of creative firms through a variety of 
networks. Business angels are Known for bringing hands-on business 
management skills and mentoring support to creative firms. Firms that do not 
tap into equity investment must rely on debt financing, which tends to 
contribute to the precariousness of their existence in the creative economy. 

While there is some evidence that access to funding for industries like the 
creative industries with large numbers of Small and Medium-Sized Enterprises 
(SMEs) may be particularly tight during downturns in the economy, a more 
endemic issue is the capacity of creative firms to develop and implement 
business strategies that involve raising finances and commoditizing their 
creative offers. This is an issue that relates as much to the attitude of the 
principals in creative firms as it does to the skill sets they bring to their creative 
enterprises and to their knowledge of Intellectual Property Rights (IPR) matters. 

Consider, for example, the innovative business model of the Oxfordshire 
(UK) alternative rock band Radiohead. |In 2007, Radiohead left their EMI record 
label and released their seventh album /n Rainbows through their own Web site 
as a digital download that customers were encouraged to pay for by selecting 
their own price. In Rainbows was apparently downloaded on these flexible 
terms 1.2 million times by the day of the physical aloum’'s release. Radiohead's 
lead singer, Thom Yorke, is reported to have claimed that the band's profits 
from the digital download of In Rainbows exceeded the combined profits of 
digital downloads from their previous six aloums.** Radioheaa's strategy is to 
appeal directly to their fans and their appetite for downloading, trusting that 
loyalty and direct appeal are a sufficiently pragmatic approach to 
commoditizing their audience's experience. This might seem to bea 
particularly risky business model, but it does leverage the social networking 
and social capital building capacity of the Internet, which is something that 
advertisers are increasingly doing. 


Conclusion 


While we have reviewed as part of our analysis the role played by consumption 
dynamics, technology, innovation, talent, diversity, social capital and 
collaboration, and capital investment in driving the creative economy, a 
recurring theme of our discussion has been the psychological motors of 
creativity itself, wnether within a creative individual, among members of a 
creative team, or between firms in creative value chains. Creativity is a critical 
manifestation of the human need to express oneself, to communicate, to be 
recognized, to make connections, to build relationships and to seek fulfilment. 

The Internet opens amazing vistas in which creative people can flourish. It 
presents enormous possibilities for creative firms or entrepreneurs seeking to 
commoditize aspects of the creative experience so that they can “pay the 
bills’ —compete and grow—and continue to invest their energies in personally 
rewarding and socially enriching creative activities. 

Throughout our analysis of the economic drivers of the creative economy 
we have consistently emphasized the social aspect of creativity. Creativity is a 
way of reflecting cultural diversity, building social cohesion and generating 
social capital. 





48 See http://en.wikipedia.org/wiki/Radiohead. 
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The economic and social impacts of creativity have the potential to help 
industries far beyond the creative sector to enhance their value proposition to 
consumers, move up the value chain and help firms compete on the quality of 
the experience they provide, rather than on the low cost of production, which 
is an area of diminishing returns for advanced economies. Firms in every sector 
can learn lessons from the creative economy in commercializing creative value, 
just as creative firms can learn lessons in innovation from their cousins in 
industries that are not typically conceived as creative, but which nevertheless 
innovate, and do so, often with impressive commercial results. 

The central message of this chapter is that creativity is not the exclusive 
preserve of a creative few, but a popular domain that is daily demonstrating its 
potential to bring producers and consumers of creative content closer 
together and stimulate unprecedented social networking. The power of this 
social networking has yet to be tapped, whether in the form of rejuvenating 
our democratic institutions, increasing the vibrancy of our cities and 
communities, or creating more stimulating work environments. 
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Key Issues Relating to Global Competitiveness of Canada’s 
Culture Industries 


This chapter focuses on the performance of Canada’s culture sector in the 
global culture economy. Like other developed nations around the world, 
Canada participates in a global market in which economic interconnectivity and 
interdependencies are rapidly growing. Growth of digital technologies and 
Internet use are significantly affecting consumer dynamics. At the same time, 
steady and rapid increase in the number of international migrants in the 
developed world, as well as trade liberalization and the opening up of new 
markets, all impact the international marketplace for cultural goods and 
services. These drivers also impact national policies related to doing business in 
a global economy, including international trade agreements and other 
international conventions. These same drivers of the global creative economy 
create both challenges and opportunities for Canada's cultural industries. 

Canada is a relatively small market, dispersed across a large geography. 
Therefore, the success of many culture products and services depends 
significantly on international trade. Additionally, Statistics Canada notes that 
“domestic production is fragmented by the need for two parallel 
infrastructures in most culture industries to accommodate two distinct 
language markets—French and English.’ As immigration increases, demands for 
multilingual culture products and services are also increasing, further 
fragmenting the Canadian market. 

Developed nations are particularly desirable markets for cultural trade and 
investment activity. Trade activity has increased substantially in recent decades 
and has the potential to grow further. Potential capacity to absorb cultural 
product and services is growing, but there are challenges in penetrating 
international markets due to intensifying competition and the rising Canadian 
dollar. 

Developed nations are important sources of foreign direct investment in 
Canada's culture sector. FDI has increased in recent decades among advanced 
nations: today it is critical for continued business growth and international 
competitiveness. A current example of FDI being attracted into Canada relates 
to investments in the video gaming industry. The cultural sector also helps to 
attract talent and investment in other sectors of the economy by contributing 
to the attractiveness of Canadian cities and communities. 

Central to the discussion of international trade and investment relating to 
culture goods and services is the issue of national cultural identity. 
International trade and investment, and more broadly, economic globalization, 
is sometimes perceived as a potential risk to the survival of cultural diversity. As 
a result, concerns arise with respect to ownership of culture enterprises and 
the protection of cultural diversity. 

Such concerns centre on the capacity of large multinational corporations 
to exert control over markets, and in effect, create a relatively homogeneous 
mass culture, thereby eroding indigenous cultural values and threatening the 





1 Canada. Canadian Culture in Perspective: A Statistical Overview. Catalogue no. 87-211-XIB.(December 
22, 2000). p. 99. 
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viability of locally-produced products and the livelinoods of those who make 
them. 

On the other hand, others argue that international trade of culture goods 
and services contributes to multiculturalism and broader consumer choices. It 
serves to enhance understanding of diverse cultures, including building greater 
awareness Of Canada’s cultural milieu. Further, it provides an opportunity to 
promote Canada's distinctive cultural brand. The good news story for Canada’s 
creative economy in the global market is that distinctiveness sells. For example, 
Canada produces distinctively Anglo-Canadian film and television productions, 
distinctively Franco-Canadian film and television productions as well as third 
language productions. Each of these can reach out to markets that share one or 
more of the languages in which the productions are created, while conveying a 
uniquely Canadian experience that transcends the common language. 

International agreements are also an important element concerning global 
competitiveness. The North American Free Trade Agreement (NAFTA) for 
example sets out rules governing trade, investment and intellectual property 
rights between Canada, the United States and Mexico. Cultural industries are 
exempted from the provisions of NAFTA. After NAFTA, and in all bilateral trade 
agreements, Canada’s approach in the World Trade Organization (WTO) has been 
to maintain domestic policy flexibility by not taking on new obligations that 
affect the cultural sector. 

In addition to these trade agreements, the UNESCO Convention on the 
Protection and Promotion of the Diversity of Cultural Expressions (ratified by 
Canada in November 2005) officially entered into force on March 18, 2007.2 The 
Convention is considered as an important international legal instrument as it 
“reaffirms the right of countries to adopt cultural policies to promote the 
diversity of cultural expressions. The Convention also recognizes the dual 
economic and social nature of cultural goods and services.” To date, it has been 
adopted by over seventy-five UNESCO Member States. 

Digital technologies and the Internet enable people around the world to 
access diverse content such as video productions, in any language with ease. 
They have the potential to increase the capacity for Canadian cultural content 
to circulate globally and ensure that distinctively national brands can freely 
cross borders. Peter Van den Bossche, professor of International Economic Law 
at Maastricht University in the Netherlands suggests that today, “cultures exist 
within and across borders”. Consumer trends such as “prosumerism” and the 
co-creation of products significantly impact business models, including 
international business activity. 

While there is clearly an opportunity for major media like CanWest to 
market Canadian-made television series such as Davinci’s Inquest. an English- 
Canadian police drama or Fortier, a Franco-Canadian police drama, to foreign 
television networks, there is also increasing opportunity for small cultural 
enterprises and individuals to participate in the production, promotion, 
distribution and consumption of creative Canadian content globally through e- 
commerce. 


2 AConvention on the Protection and Promotion of Diversity of Cultural Expressions (Retrieved 
February 28, 2008 from http://www.pch.gc.ca/progs/ai-ia/rir-iro/global/convention/index_e.cfm#h1 

: van den Bossche, P. (2007). Free Trade and Culture: A Sudy of Relevant WTO Rules and Constraints on 
National Cultural Policy Measures. Boekmanstudies p. 18. 
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How Canada Performs in the Global Creative Economy: 
International Trade of Canada’s Cultural Goods and Services 


Trade in culture goods and services is measured according to the Canadian 
Framework for Culture Statistics. Estimates of culture goods and services trade 
are based on different data sources and therefore Statistics Canada suggests 
caution in measuring them together. 

International trade consists of exports and imports of culture goods and 
services, including intellectual property. This paper relies on the following 
definitions of these concepts relating to trade and investment activity: 


e Goods are defined as “physical objects for which a demand exists, over 
which ownership rights can be established and whose ownership can be 
transferred from one institutional unit to another by engaging in 
transactions on markets."* Culture goods are tangible, physical goods such 
as books, magazines, newspapers, videos, paintings and sculptures. Exports 
and imports of such goods physically cross borders.° 

e Aculture service is an “action that can be bought or sold." The Canadian 
Framework for Culture Statistics includes the following categories in the 
definition of culture services: creative services (such as live performances, 
intellectual property rights for culture products, including trademarks and 
copyrights); artistic expression (such as broadcasting services); content 
services (such as film production and distribution); and preservation 
services. 

e Trade in intellectual property includes “the payment or receipt of 
royalties, licensing fees and subsidiary rights derived from the sale of 
culture goods”.’ 


Canada's culture goods trade deficit grew in 2006 from $1.7 billion in 2005 
to $1.8 billion in 2006 (in current dollars). Canada imported $3.9 billion of 
culture goods, representing a 3.2 per cent decline from 2005, and exports fell 
to $2.1 billion, representing a 12.7 per cent decline from 2005.° The decline is 
due, at least in part, to the rise of the Canadian dollar relative to the US dollar. 

The United States accounts for over 90 per cent of Canada’s culture goods 
exports. Exports of culture goods to the United States totalled $1.9 billion in 
2006, down from $2.2 billion in 2005. Imports of culture goods from the U:S. 
totalled $3 billion.® 

China ranks second in terms of culture goods imports. Canada imported 
$295 million worth of culture goods from China, while exports from Canada to 
China totalled $13.8 million. 

France is Canada’s third largest trading partner in terms of cultural goods. 
Imports from France totalled $168 million, while exports of culture goods to 
France totalled $30.5 million. Imports from the United Kingdom, Canada's 





2 United Nations Statistics Division cited in Robles, C. Culture Goods Trade Data User Guide. Catalogue 
no. 81-595-MIE-No. 040. Ottawa: Statistics Canada. (March, 2006) p. 7. 

2 Robles, C. Culture Goods Trade Data User Guide. Catalogue no. 81-595-MIE-No. 040. Ottawa: Statistics 
Canada. (March, 2006) p. 7. 

6 Statistics Canada. Trade in Culture Services: A Handbook of Concepts and Methods. Catalogue No. 81- 
595-MIE-No. 056. (October 2007). 

ul Statistics Canada. Canadian Culture in Perspective: A Statistical Overview. Catalogue no. 87-211-XIB. p. 
28. 

2 Statistics Canada. “International Trade in Culture Goods”. The Daily. June 25, 2007. 

s Statistics Canada. Culture Goods Trade: Data Tables 2006. Catalogue no. 87-007-XIE. June, 2007) p. 3. 
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fourth largest trading partner for culture goods totalled $138 million, while 
exports totalled $36 million.’ 

Writing and published works represent 73 per cent of all culture goods 
imports in 2006. Imports of books, newspapers and periodicals and other 
printed matter was $2.8 billion in 2006. Film and video was the second largest 
culture import, accounting for 7.3 per cent of all culture goods imports. Books, 
film and advertising material represent over half of Canada’s culture goods 
exports. Books accounted for 19 per cent, film made up 18 per cent and 
advertising material accounted for 16 per cent." 

Data on Canada’s international trade in culture services is available up to 
2004." Canada has experienced significant growth in trade activity for culture 
services in recent years. In 2004, Canada imported $3.5 billion worth of culture 
services compared to $2.6 billion in 2003, representing an increase of 35 per 
cent. By far the largest component in the growth of imports of services was 
film and video, comprising nearly half of all imports in 2004. The other large 
component in services imports was broadcasting, amounting to $976 million, or 
28 per cent of the total. 

Exports of cultural services totalled more than $3 billion in 2004 compared 
to less than $2.2 billion in 2003, an increase of 41 per cent. By far the largest 
component of these exported culture services is film and video. 

The United States is Canada’s largest trading partner for cultural services, 
accounting for almost $3 billion (85 per cent) of imports in 2004. Imports of 
cultural services from the European Union totalled $348 million (10 per cent) in 
2004, of which $156 million (4.5 per cent) came from the United Kingdom. The 
rest of the world provides only about 5 per cent of imports of culture services. 

The United States is the primary destination for Canada’s culture services 
exports, accounting for an estimated $2.4 billion (78 per cent) in 2004. Exports 
of Canada's culture services to the European Union totalled $411 million, of 
which $112 million (3.7 per cent) was exported to the United Kingdom. % 

The Conference Board estimates that real exports of cultural services are 
worth over $3.3 billion in 2007. Adding in exports of cultural goods brings the 
total value of real cultural exports to about $5 billion in 2007, about 1 per cent 
of Canada’s total exports. 


Foreign Direct Investment, Mergers and Acquisitions 


In recent years, Canada has experienced significant new injections of foreign 
direct investment in our culture industries. For example, France-based Ubisoft's 
new operations in Montreal involve an investment of $454 million and the 
creation of up to 1,000 new jobs by 2013. Ubisoft plans to transform its facilities 
in Québec into one of the largest digital entertainment centres in the world." 
As well, California-based Electronic Arts, which has operations in Vancouver, 
expanded in 2003 to Montreal, in a studio that is expected to employ between 


10 «Statistics Canada. Culture Goods Trade: Data Tables 2006. Catalogue no. 87-007-XIE. (June, 2007) pp. 4- 
6. 

1 Statistics Canada. “International Trade in Culture Goods”. The Daily. June 25, 2007. 

12 - Statistics Canada. Culture Services Trade: Data Tables Catalogue No. 87-213-XWE. Table 5. (April, 2007). 

13 Statistics Canada. Culture Services Trade: Data Tables Catalogue No. 87-213-XWE. Tables 2,3,& 8. (April, 
2007). 

14 Québec attracts large investment from Ubisoft Entertainment Inc. (retrieved February 25, 2008 from 
http://www.mdeie.gouv.qc.ca/index.php?id = 328&tx_ttnews%5Bpointer%5D=2&tx ttnews%5B 
tt_ news%5D = 13308&tx_ttnews%5BbackPid%5D = 325&cHash = f1afcdac8e). 
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300 and 500 people by the end of the decade." Electronic Arts employs over 
2,000 game developers at its three studios in Burnaby, Vancouver, and 
Montreal, and is the largest game developer in the world."® 

Canada has also recently experienced a rise in mergers and acquisitions in 
the culture sector. Canada’s telecommunications, broadcasting and new media 
sectors are actively contributing to the mergers and acquisition growth trend. 
Such mergers and acquisitions are subject to the approval of the Canadian 
Radio-television and Telecommunications Commission (CRTC), which has the 
primary authority to regulate the cable, television, radio, telecommunications, 
and related industries in Canada. The Broadcasting Act serves as the main 
legislative tool for regulating communications content in Canada.” 

For example, in July 2006, Bell Globemedia (BMG), now renamed 
CTVglobemedia, acquired CHUM Ltd in a $1.7 billion deal. CHUM owned 33 radio 
stations and 12 television stations across Canada."® As a condition of the 
purchase, the CRTC required CTV globemedia to sell five Citytv stations, which 
Rogers Media acquired.'? In December, 2007 CRTC approved an acquisition by 
CanWest MediaWorks Inc. and Goldman Sachs (investment bank) of Alliance 
Atlantis Communications for $2.3 billion.*° Alliance Atlantis is part owner of the 
popular CSI: Crime Scene Investigation franchise and holds the worldwide 
distribution rights to the hit television franchise outside the United States.?' 

In effect, these mergers and acquisitions could actually increase the 
capacity of these media giants to finance, create, promote, and distribute 
significant volumes of distinctive Canadian cultural content, and help to ensure 
the viability and growth of the businesses. On the other hand, there is some 
concern that production and distribution of Canadian cultural content ona 
mass scale could crowd out smaller productions and decrease variety in the 
marketplace. 


Comparison of the Economic Performance of Canada’s 
Culture Industries with other OECD Nations 


In an effort to develop an international comparison of economic measures Of 
the culture sector, the Organization for Economic Cooperation and 
Development (OECD) brought together measures for five countries in a study 
released in 2007. The countries participating in the study include Australia, 
Canada, France, the United Kingdom and the United States. 


CBC News. “Electronic Arts to Set Up Montreal Game Development Studio” (retrieved February 25, 
2008 from http://www.cbc.ca/money/story/2003/08/13/electronicarts 030813.html). 
http://www.newswire.ca/en/releases/archive/September2007/26/c5151.html and 
http://www.theesa.ca/ 

media-articles.ntml#1007a 

Annex 1: Canadian Ownership Requirements Relating to the Cultural Industries (retrieved February 
25, 2008 from http://www.patrimoinecanadien.gc.ca/progs/ac-ca/progs/rc-tr/progs/dpci- 
tipd/pubs/cdpc-ctpl/11_e.cfm). 

Broadcasting Decision CRTC 2007-165. (retrieved February 25, 2008 from 
http://www.ctv.ca/generic/WebSpecials/pdf/CRTC_ Chum CTVmerger.pdf.) 

CBC News. “CRTC approves acquisitions by Rogers Media, Astral Media” September 28, 2007. 
http://www.cbc.ca/money/story/2007/09/28/crtc.hntml 

Broadcasting Decision CRTC 2007-429 (retrieved February 25, 2008 from 
http://www.crtc.gc.ca/archive/ENG/Decisions/2007/db2007-429.htm). 

'CSI' Co-owner Alliance Atlantis Sold for Two Billion Dollars" AFP. January, 2007 (retrieved February 
29, 2008 from http://findarticles.com/p/articles/mi_kmafp/is_200701/ai_n17118334). 
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Data was derived from official national sources, for example, Statistics 
Canada's Culture Statistics Program (CSP) and Australia's National Centre for 
Culture and Recreation Statistics (NCCR). Table 5.1 shows the estimates of the 
contribution of the culture sector to the national economies for these five 
countries. Based on this comparison, the United Kingdom's culture sector 
makes the largest direct contribution to national GDP with 5.8 per cent, while 
France's culture sector contributes the least, 2.8 per cent, among these five 
countries. Australia, Canada and the United States were relatively similar in 
terms of their culture sector contribution to GDP, with 3.1 per cent; 3.5 per 
cent and 3.3 per cent respectively. 

The OECD notes that due to the amount of estimation involved, the 
comparisons between countries should be used with “extreme caution".”* No 
existing operational framework is in place for international comparisons of the 
culture sector. Although the UNESCO Framework for Culture Statistics has been 
developed, the OECD found that, “from an international-comparison point of 
view, one of the problems with the UNESCO framework was the lack of precise 
definitions of the proposed measures."”* Data standards also presented 
challenges: "in examining existing data on the culture sector in five OECD 
countries — Australia, Canada, France, the United Kingdom and the United 
States — the authors highlight not only the lack of detail in the standards but 
also the different classifications used by each country."”4 


Table 5.1 
OECD Estimates of Culture Industries contribution to National GDP/GVA2° 
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Australia 1998-99 Australian dollars 17,053 3.1% 
Canada 2002 Canadian dollars 37,465 3.5% 
France 2003 Euros 39,899 2.8% 
United Kingdom 2003 Pounds sterling 42,180 5.8% 


SOT SESS 2002 ‘United States dollars 341,139 3.3% 
of America SS 
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The OECD notes several other difficulties associated with comparing 
measures of culture internationally. Standard statistical techniques do not 
directly value volunteer labour in measures of economic contribution. 
Inconsistencies exist in data collection techniques. Another significant issue is 
that cultural activity by firms whose principal activity is other than cultural is 
not reflected in the standard statistical tabulations’. It snould also be noted 
that the reference years for data in Table 5.1 were not consistent for all five 
countries. 





ae OECD. International Measurement of the Economic and Social Importance of Culture. (2007) p.55. 
ae OECD. International Measurement of the Economic and Social Importance of Culture. (2007) p. 5. 
cy OECD. International Measurement of the Economic and Social Importance of Culture. (2007). 
7 OECD. International Measurement of the Economic and Social Importance of Culture. (2007). 
See p. 6 for summary table and Section X of the OECD report for detailed explanatory notes and 
warnings, especially p 55. 
- OECD. International Measurement of the Economic and Social Importance of Culture. (2007) p. 19. 
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The culture sector is a significant contributor to Canada's economy and helps to 
strengthen the fabric of Canadian society. The arts and culture industries are 
widely recognized for their multi-faceted role in contributing to personal and 
community development, enhancing social cohesion and improving the quality 
of life. Creative activities provide positive learning experiences and creative 
mechanisms for individual expression that build personal awareness and insight 
and make it possible for people to connect better with each other, as 
individuals and in groups or communities. Culture springs from the creativity of 
individuals and from people working collaboratively. For this reason, creative 
activities based on culture help to promote national identity at the same time 
as they sustain the cultural diversity that is important to Canadians. 

In recent decades, there has been growing understanding of the 
important economic contributions that culture industries make and of the 
central role that the culture sector plays in the creative economy as a whole. 
The economic contribution of the culture sector to Canada in 2007 was 
$84.6 billion or 7.4 per cent of total real GDP, taking into account direct, indirect 
and induced contributions. Over a million people are employed directly or 
indirectly as a result of cultural economic activity in Canada. These estimates 
are presented in detail in chapter three. 

Technology invites participation in creative activity on a mass scale. This 
has profound social and economic implications. The Internet and Web 2.0 
applications already help bring people together virtually in communities of 
interest that are increasingly focused on activities of a creative nature: their 
potential is even greater. Technology enables collaboration and mass 
participation, two great engines of diversity that allow people to express their 
uniqueness and associate on the basis of what they have in common. People 
are now collaborating online to create diverse cultural content such as movies, 
music, and video games. Technology also opens the door for commoditizing 
the creative experience and creating new forms of economic value and 
business relationships that can underpin significant growth in the scale and 
importance of the culture sector within the economy as a whole. 

Creative communities are important drivers in Canada’s economy. They 
project unique identities that act as magnets for skilled and creative people 
and for business investment. An important challenge for all levels of 
government is to ensure that communities have the means necessary to 
support creativity and diversity, and to build a thriving culture sector. 

While the culture sector constitutes a distinct sohere of economic activity 
in its own right, generating substantial wealth domestically and through 
international trade and investment, it also plays a much more expansive role in 
Canada's social, cultural and economic well-being. Increasingly, Canada, along 
with countries around the world, are recognizing the importance of valuing 
culture in its multiple dimensions, and the capacity of arts and culture 
industries to fuel other sectors in unique ways. 
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